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THE SCHISM OF EUROPE — 


BREAKDOWN OF THE LONDON CONFERENCE 


DDRESSING the House of Commons in the debate on foreign policy on 
October 26, Mr. Ernest Bevin described such universal devastation and 
misery as have not been known in Europe since the end of the Thirty Years 
War. Twenty-five millions of homeless people are on the march. They are 
pouring out of Germany, into Germany, across Germany—teleased prisoners 
of war and labour slaves of the enemy’s war machine, Germans expelled 
from the liberated countries or Poles from the eastern marches of what they 
had learned to consider their own land, political or racial refugees fleeing 
from the domination of their adversaries. Food and fuel are as scarce as 
shelter, and growing scarcer as the season declines. As the grip of winter 
closes upon the Continent, hunger deepens towards famine and starvation, 
cold from being a source of general misery becomes a menace of death. No 
one dare yet say how many of the victims of this tragic Vo/kswanderung will 
survive to find a resting-place and the chance to begin life afresh. Deficiency 
diseases are firmly established among them; it is scarcely conceivable that 
epidemic diseases will not take hold of them long before the winter is out. 
If that happens—when that happens—there is little hope that the spread of 
infection can be checked, since the powers of resistance of these unhappy 
people are already almost spent. We are likely during this winter to be taught 
the lesson of the ineluctable unity of Europe in terms that we cannot ignore; 
for pestilence knows no frontiers. Terrible is the punishment that the forces 
of nature, which treat humanity as one race, can inflict for the supreme crime 
against human unity, which is war. 

The root of the evils now descending upon Europe lies in the past, which 
allied statesmanship is powerless to alter. We are free in conscience to blame 
the monstrous dominions we have overthrown for letting loose upon man- 
kind a curse that cannot be arrested until it has worked itself out in ruin and 
death. To mitigate, however, so far as may be, the vast mass of human 
suffering that flows from the great conflict requires that the problem of 
Europe be grasped as a whole by an authority capable of wielding its powers 
in a single design and with a concerted will. This has been within the capacity 
of the victors. At the moment when they became invested with plenary 
authority they were united; and on their ability to maintain their unity of 
administration hung the life or death of innumerable people. To-day Europe 
is split asunder into two regions, divided by the frontier of the Elbe and its 
continuation southward, between which there is little communication or 
confidence, and over which it is for the time being impossible that any con- 
certed policy can be made to prevail. While this mutual suspicion persists, 
the hope of setting limits to the devastation proceeding from war is in 
abeyance. If we have learned by the experience of a quarter of a century ago, 
we have no right to assume that the cost in human lives of the starvation and 
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disease that follow war will be any smaller than that of military operations 
themselves. These are the dimensions of the present challenge; and they 
measure the magnitude of the tragedy involved in the breakdown of negotia- 
tions between the eastern and western allies at the London Conference. 

If the background to this diplomatic failure—the threat of avoidable death 
io myriads or millions—is kept resolutely before the imagination, it is possible 
that the tragedy may have its proper value in purging the soul by pity and 
terror. But the condition is that it be seen as tragedy in the true sense, not a 
conflict between good and evil, but a conflict of purposes both in themselves 
good. However confident we may be in the essential rightness of the case 
made for Great Britain and the United States at the conference, that does not 
preclude the possibility that the case made in opposition by the Soviet Union 
may also be founded in justice; and the catastrophic consequences that will 
proceed from a continued failure to agree make essential an attempt to resolve 
the conflict in some higher synthesis. 


THE Russian CASE 


SucH an attempt depends upon a deliberate effort on the part of Russia’s 
allies to understand the real strength of the Russian case, suspending if 
necessary, until it has been adequately grasped, any natural impulse to argue 
against it. The actual breakdown of the conference turned upon the question 
of its membership, the Russian delegates disputing the right of the French 
and Chinese to take their places on equal terms with the representatives of 
the three principal Powers. Although this may not have been the deepest 
or most intractable source of disagreement, it is certainly not to be dismissed 
as a mere pretext for breaking off negotiations. ‘The conference was admittedly 
organized on a basis of power—power as shown in action in the course of 
war, power to bear the responsibilities in the world that confront the victors 
in the immediate administration of prostrate Europe, and in permanently 
maintaining peace. The Russian contention that France and China, judged 
either by their war record or by their present effective strength, are not great 
Powers in the sense required by the work ahead is implicitly supported by 
the argument of those British Dominions which protested against their own 
exclusion from the inner circle. It is beyond dispute, for instance, that Canada 
has contributed much more to victory than has France, and for the immediate 
future at least—with which the London Conference was mainly concerned— 
is better equipped to exert authority in international affairs. It is equally 
plain that China, however admirable the tenacity of her people, has been only 
able to sustain the ordeals of war by the support of highly industrialized 
allies, and cannot for some time to come expect to play a principal part even 
in the wider concerns of Asia, let alone Europe. To us it may be apparent 
that these two great guardians of ancient civilization deserve their place in 
every world council by virtue of qualities independent of material power; 
but we have no right to be either surprised or indignant if the Russians, 
observing merely their comparative weakness in military resources, suppose 
that France is introduced into international councils as a client State of Great 
Britain, and China as a client of the United States. The consequent assump- 
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tion that the desire to include them betokens an ambition to drown the Soviet 
voice by weight of numbers may not be justifiable, but can be understood; 
and it is surely better that Great Britain, already speaking as advocate for the 
smaller Powers of her own Commonwealth, should be entrusted with the chief 
representation of French interests also than that the chance of harmony 
between the three great Powers should be allowed to go by. 

Admittedly an agreement on the vexed question of membership of the 
inner circle would not automatically bridge the gulf that now separates the 
Soviet Union from the oceanic Powers. The division of Europe into two 
politically disparate halves has already gone deep, and threatens to go deeper. 
We cannot ignore, and we cannot for a long time expect to modify, Russia’s 
evident determination to dominate the approaches to her vast Eurasian 
stronghold, and especially where it faces to the west. At the end of the second 
world war Russian aims are as fully determined by the overmastering need 
for security as were French aims at the end of the first. To western eyes it 
appears that the best guarantee of security lies, not in the self-sufficiency of 
a great land Power, however immense its territory and population, but in 
the intimate collaboration of all the great victorious Powers in so administer- 
ing the peace settlement that German military strength can never revive. 
This reasoning has not yet convinced the rulers of Russia, as it did not 
convince France in the early days of the League. Whether we agree or 
disagree with the persistent French determination to control the Rhineland 
as the necessary means to security—some economic considerations against it 
are advanced elsewhere in this issue—we do not regard it as evidence of con- 
spiracy against other Powers. France, we are accustomed to say, has been 
invaded three times in seventy years, and must be expected to have strong 
feelings in this matter. But Russia has been invaded three times within the 
memory of some of her own veterans still bearing arms; we may call it an 
error of judgment, but should not denounce it as political depravity, if she 
also insists on her own guarantees of her strategic frontiers. 

It is true that the Soviet conception of these guarantees involves the erec- 
tion of a barrier politically impenetrable, behind which flourish under 
Russian protection forms of government that are highly distasteful to liberal 
opinion in Great Britain and the United States. It is arguable that without 
Russian protection these totalitarian governments of the left would fall, 
though very far from certain that their successors would be notably more 
liberal. What Russian advocates point out with perfect legitimacy is that 
the western Powers themselves, when defining their foreign policy in regions 
where their vital interests are at stake, do not make a primary consideration 
of the particular régimes that may chance to grow up and flourish under their 
shield. British favour is extended to or withheld from governments that 
administer territory lying across the imperial highway through the Middle 
East on grounds little influenced by their conformity to the ideals of our 
own parliamentary system; the Salazar dictatorship enjoys the full benefits 
of the British alliance; and the Monroe Doctrine and the Good Neighbour 
Policy have made of Latin America, as Colonel Péron and others have dis- 
covered, a sanctuary in which principles little acceptable to the Fathers of 
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the American Constitution can be tested and applied. It is small wonder if 
Russians view with suspicion any claim to interfere with what they regard 
as the foundations of Russian security in the name of a Jugoslav or Bul- 
garian right to representative institutions on some ideal and universal 
pattern, which is not insisted upon in regions where the pressure of British 
and American power could if necessary be made paramount. 


EssENTIALS AND INESSENTIALS OF BritisH PoLicy 


THE first need, therefore, in working for the restoration of mutual confidence 
between the three great Powers, is for Great Britain and the United States 
to recognize that the arguments advanced by the Russians in defence of the 
attitude they took up «t Lancaster House proceed from honest conviction 
and do not mask any malicious design against Russia’s associates. If that 
acknowledgement is frankly made, a considerable step will have been taken 
towards disarming the suspicion, ever present to the Russian mind, that 
Anglo-American collaboration is directed against the interests of the Soviet; 
and it may then be possible to convince the Russians that no disloyalty to the 
threefold alliance is implied by the particular principles on which each of the 
western Powers chooses to base its diplomatic attitude. 

Of these principles those which are peculiarly American are not here in 
question. The principle on which Great Britain is most concerned to insist 
is her championship of the liberties of small nations. She has fought two 
German wars with this as her watchword. Not only is it the foundation of 
her moral right to a principal voice in settling the affairs of the world; it is 
cardinal to the material strength on which it has been agreed that the supreme 
direction of the international organization must rest. Only as a leader of 
smaller nations can this country now speak on equal terms with the vast 
continental aggregates of the American and Soviet federations. 

Great Britain is primarily the leader and diplomatic representative of the 
small nations that are her own partners in the Commonwealth. An article 
in this issue of THE RounD TABLE maintains against American criticism the 
right of this partnership to order itself as an economic entity without being 
accused of anti-American designs. It is equally necessary to vindicate against 
Russian criticism its right to act as a political unity in international affairs 
without being suspected of hostility to the Soviet. For it has become 
increasingly plain with the definition of the shape of post-war relations that 
the capacity of the Dominions to carry their proper weight in the councils 
of the great Powers depends largely on the capacity of delegations from the 
United Kingdom to speak with the authority of the whole Commonwealth. 
The complaint of Canada and Australia against their exclusion from the 
inner councils of the London Conference must command the sympathy of 
all who appreciate the great part they have played in the achievement of 
victory. The course the conference took, however, sufficiently demonstrates 
the impracticability of admitting them as separate entities on equal terms — 
with the three great Powers. This example of tactical weakness in inter- 
national affairs may yet have its influence in overcoming the distaste hitherto 
apparent in the Dominions for any development in Commonwealth organiza- 
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tion that could enable a combined imperial foreign policy to be formulated, 
and authoritatively represented in the counsels of the nations. Unless and 
until that constitutional advance is achieved, there is no practicable alterna- 
tive to the appearance of Great Britain in the association of the great Powers 
as habitual advocate, though with incomplete credentials, for all the members 
of the Commonwealth. 

There is little reason why the British diplomatic leadership in the Common- 
wealth should excite serious Russian distrust. It is, however, further essential 
to British policy that the claim of Great Britain to an informal leadership 
or trusteeship for small nations outside the Commonwealth, and especially 
in western Europe, shall be asserted and maintained. The general readiness 
of the small European nations to look primarily to British power for protec- 
tion has been much enhanced by their experiences in the war; and for certain 
purposes even France must be grouped with them. To western eyes it 
appears now obvious that a main buttress of European peace must be a close 
association of Powers led by Great Britain, with France as second member, 
including the kingdoms of Scandinavia and the Low Countries, eventually 
perhaps Portugal and a liberalized Italy, and having an eastern outpost in 
Greece; with a powerful friend across the Atlantic, the degree of whose 
future interest in purely European affairs remains problematic. If there 
is resentment at the evident Russian tendency to regard such an associa- 
tion as an anti-Soviet b/oc, it should be tempered by the recognition that 
British and American denunciations of the closed Russian system in eastern 
Europe are of very much the same order. Mr. Bevin, in the House of 
Commons on November 7, powerfully maintained that western Europe has 
as good a right as eastern to regional association. The argument is per- 
fectly valid; but it is vital to the prospects of world peace that Great Britain 
and America acknowledge that the converse is equally true. 

The obvious retort is, of course, that whereas the association of the 
western group is based upon respect for the liberty of small nations, and for 
liberal institutions within them, that of the eastern is being founded upon 
totalitarian systems, imposed by the overbearing influence of the dominant 
Power. It is impossible, without disloyalty to our own conception of liberty, 
whether individual or national, to deny the reality of this contrast; although 
the striking success of the Smallholders Party in the Hungarian general 
election goes to show that the element of Russian pressure has in at least 
one case been much exaggerated. The question, however, is whether it is 
vital that the general British championship of the right of small nations to 
representative government shall be extended to, say, Bulgaria (it is not 
extended to Argentina)—-so vital that for that cause it is justifiable to imperil 
the collaboration of the three great Powers, and therefore ultimately world 
peace itself. 

The charge that there is any bad faith in the Russian fostering in eastern 
Europe of political and economic systems consonant with Soviet ideas, or 
even subservient to Soviet policy, is surely untenable. It was in effect agreed at 
Yalta to accept the popular doctrine of the west that the war was being fought 
“for democracy”. The drawback of making a battle-cry of this imposing 
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but now hopelessly ambiguous abstraction is that every nation enrolling 
under the general banner becomes practically bound, in loyalty to the cause, 
to describe its own system of government as “democratic”. The Russians are 
perfectly honest in bestowing the name on their own totalitarian system, based 
avowedly on the interest rather than the free choice of the people, and exert- 
ing their power to extend similar systems to smaller nations that victory has 
brought within their sphere of influence. The conflict of view that has thus 
developed between them and the western Powers does not come of their 
disloyalty to the Yalta agreement, but of the international misfortune that 
two such different ideas were ever described—for the purpose of ‘maintaining 
unity on the battlefield—by the same word. 

Even if Great Britain and the United States had the power—which they 
have not—to require the displacement of the Communist and totalitarian 
governments in east Europe and their replacement by systems in conformity 
with western ideas of spontaneous creation by the national will, it is extremely 
doubtful if the majority vote would generate régimes that were any the less 
totalitarian. ‘Democracy and dictatorship are not opposites, or mortal 
enemies, but twin children of the great Revolution, and the reason why the 
English political system is immune from the tendency towards dictatorship 
is because it is not democratic in the full sense of the word, but rather liberal 
and aristocratic.”* Totalitarian democracy, government, that is, by the party 
successful at the polls with sole regard to the interest of its own members 
and in defiance of the rights of the defeated, is as real an evil as any other 
form of totalitarianism. We are well aware that it is the principal danger to 
be apprehended in, say, India, if British rule were to be withdrawn before 
adequate safeguards for the position of minorities had been provided by the 
agreement of all. It could come even in England, if the pronouncements of 
some Labour spokesmen in the heat of the general election, or in speculative 
print, were taken seriously after their assumption of the responsibilities of 
office. In the countries of eastern Europe, which do not possess the essen- 
tially aristocratic English tradition of mutual tolerance between parties hold- 
ing different views of the means to attaining the same end of their country’s 
welfare, it would be the almost certain consequence of insisting upon the 
adoption of Anglo-American representative forms. We cannot effectively 
befriend the small nations now dominated by the Soviet—even Poland, 
whose claim upon British advocacy is binding in a quite exceptional sense 
upon the national honour—by maintaining a quarrel with the Soviet Union 
upon this issue. The only hope of effectively propagating our notions of 
freedom beyond the river Elbe is to restore administrative collaboration with 
the Russians upon such terms as are obtainable, to proceed from that 
collaboration to obtain the free intercommunication of east and west, and 
to rely upon the inherent force of the political philosophy in which we believe 
to exercise its own persuasion. 

* Christopher Dawson, Beyond Politics. 





THE UNITED NATIONS AND THE 
ATOMIC BOMB 


NEW PHYSICS AND OLD POLITICS 


HE free world, which in 1919 vainly pinned its hopes of a lasting peace 

upon the League of Nations, has in 1945 entrusted the same high purpose 
to a new body, the United Nations Organization, not in essence different from 
the old League. Both are systems of compact among sovereign states; 
both embody (though not in identical ways) the principle of Aberum veto, 
which derives naturally from the concept of national sovereignty; and both 
seek to resolve the dilemma of equal status and vastly unequal power, which 
is also inherent in that concept, by an apparatus of general assembly and 
limited council, permanently including the physically great Powers. 

The hopes of to-day are largely tempered with scepticism. The peoples 
have seen two world wars defy alike the reason and the humanity in man. 
Greater experience and wider education have shown them, more clearly than 
they were aware in 1919, the difficulties and complexities of international 
affairs. They realize that, where one League failed, another which copies it 
in general form may also follow it in final results. 

Hope, however, is natural to mankind; and the very magnitude of the 
disaster which would accompany failure of the new attempt seems to have 
bred confidence in its success. If the hopes of the ordinary man could be 
rationalized, they would probably amount to a belief that the League failed, 
not through the inherent weakness of its structure, but through the failure 
of its principal members to make it work; and that to-day the members of 
the United Nations will be wiser than their predecessors of the League in 
their will to make it work to prevent world war. 

Whether or not the structure of the League, or for that matter of the 
United Nations, was or is inherently capable of discharging the duties laid 
upon it, certainly the Organization, like the League, will work only if its 
members, and in particular a// the subscribing Great Powers, choose to 
make it work. In the light of that fact, the main points of difference between 
the two compacts seem relatively unimportant. They may, however, have 
some bearing on the inherent ability of the structure to discharge its primary 
duties, and may even affect the readiness of member nations to pay the price 
of making it a success. 

The United Nations Organization has the advantage over the League that 
it brings into one unit, in organic relationship with one another, the political, 
military, economic, colonial and judicial aspects of international relations. 
The Statute of the International Court of Justice, which is to be the “prin- 
cipal judicial organ of the United Nations”, forms an integral part of the 
Charter (Article 92, cf. Article 14 of the Covenant). The Economic and 
Social Council, whose functions were considerably enlarged at the instance 
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of the Dominions and others at San Francisco, is to co-ordinate the activities 
of various specialized agencies such as the I.L.O., which under the League 
system were detached, but are now to be “brought into relationship with the 
United Nations under specific agreements” (Articles 57 and 63, cf. Article 23 
of the Covenant). The Economic and Social Council and the Trusteeship 
Council, both of which are to make decisions by majority vote, are of equal 
formal status with the Security Council itself in the United Nations Organiza- 
tion, save that in regard to “‘strategic areas” the Trusteeship Council is in 
effect subordinate to the Security Council (cf. Article 22, para. 9 of the 
League Covenant, whereby the Mandates Commission was merely advisory 
to the Council). These changes are all in the direction of emphasizing the 
importance of the causes of war and the means of dealing with them, by con- 
trast with the political and defensive apparatus for preventing war when the 
causes have already taken a grip. To this extent they are all to the good, 
although it remains true that if the Powers fail to agree on the political plane 
their agreement on the economic or colonial plane will be of little value; 
and indeed in that event such non-political agreement might actually be 
made more difficult by too close association between the political and 
economic or other machinery of co-operation. 


TRUSTEESHIP IN THE NEw ORDER 


THE trusteeship provisions of the United Nations Charter are of peculiar 
interest to the British Commonwealth. They go beyond the Mandates system 
in several respects besides that of the form and status of the Trusteeship 
Council which is to administer them. While inclusion of territories under the 
trusteeship system is voluntary, and the terms of trusteeship are to be agreed 
in each case by the States directly concerned, the options are wider than 
under the Mandates system of the League. Any non-self-governing territory 
may be included; and the administering authority may be one or more States 
of the United Nations Organization itself; indeed all functions of the United 
Nations relating to such parts of trusteeship territories as may be designated 
strategic areas are to be exercised by the Security Council. Condominia have 
been known in the past, and experience supports the common-sense reflection 
that responsibility for government cannot be divided; either one party is 
dominant (as in the Anglo-Egyptian Sudan) or there is persistent weakness 
and confusion. Geographical division is a different matter; and there is some- _ 
thing to be said for having each of several Powers administer a geographical 
portion of a large trusteeship territory or group of territories, with possibly 
a joint council for common purposes. Complex or confused arrangements 
must be avoided; broadly the choice is between administration by a single 
Power, answerable to the Trusteeship Council, and administration directly 
under that Council itself, or possibly under a plenipotentiary executive 
committee. The world will advance from the “anarchy” of sovereign 
states to a more rational order only by experiment and trial, which must. 
ever run the risk of error; and there is much to be said for an experiment 
in international administration in the colonial field. 

The idea of governing “strategic areas” by the Security Council itself goes 
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deeper. It is linked with the idea of an “international police force” which 
has left some traces upon the Charter. Both ideas presuppose that the 
Security Council has a corporate character and power and can operate in 
matters of defence in a manner distinct from the actions of the constituent 
nations. Para. 1 of Article 43 reads as follows: 


**All members of the United Nations, in order to contribute to the maintenance 
of international peace and security, undertake to make available to the Security 
Council, on its call and in accordance with a special agreement or agreements, 
armed forces, assistance, and facilities, including rights of passage, necessary for 
the purpose of maintaining international peace and security.” 


This has to be read with Article 45 : 


“In order to enable the United Nations to take urgent military measures, Mem- 
bers shall hold immediately available national air-force contingents for combined 
international enforcement action. The strength and degree of readiness of these 
contingents and plans for their combined action shall be determined, within the 
limits laid down in the special agreement or agreements referred to in Article 43, 
by the Security Council with the assistance of the Military Staff Committee.” 


The Military Staff Committee is to consist of the Chiefs of Staff of the perma- 
nent members of the Security Council or their representatives. While gene- 
rally advisory to the Security Council, it is responsible, under the Council, 
for the strategic direction of any armed forces placed at the latter’s disposal. 

Here, on paper, is a big change from the League Covenant. The Security 
Council is to have “strategic areas” under its own authority, and armed 


forces “available on its call”. Through a Military Staff Committee it is 
charged with the strategic direction of armed forces placed at its disposal. 
It is, on paper, a super-Power. But will it be so in fact? An international 
force without an international government, though a constitutional abortion, 
is a practical possibility in war-time (as experience with all our late Allies 
except the U.S.S.R. emphatically proves) because the fatal decision to fight 
has already been taken, the purpose is defined and agreed, and the need for 
unity is supreme. But those conditions do not hold good in peace, as experi- 
ence even with the military occupation of enemy territories most lamentably 
illustrates. The so-called international force becomes an instrument of a non- 
existent international policy. Whether the national contingents will be forth- 
coming depends on national decisions taken ad hoc, in the light of previous 
general pledges but not without other motives. The decision to muster and 
employ the force is to be taken by a committee of Powers who may not be 
at one, and who cannot take a decision at all if one of their permanent mem- 
bers refuses to concur. The voting formula, which was based on the Yalta 
Agreement, lays down that (save on procedural matters where a majority of 
seven out of eleven Security Councillors can take a decision) any decision of 
the Security Council requires the affirmative vote of seven to include the con- 
curring votes of all the permanent members—China, France, the U.S.S.R., the 
United Kingdom and the U.S.A.—provided only that in respect of the peace- 
ful settlement of disputes by arbitration and so forth a party to the dispute 
shall abstain from voting. This formula means simply that the United 
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Nations Charter can work in respect of security if a// those five great Powers 
agree, but otherwise will be wholly frustrated. 

That is the deadly realism of national sovereignty. The Charter was about 
the best that could be made in the circumstances; but it reveals the condition 
of international anarchy that no charter or covenant can undo until a union 
government of the nations becomes possible. The very nakedness of the 
revelation is to the good, if it awakens mankind to the danger. A Charter, 
a compact of national States directed against war, is certainly better than 
nothing. If one great member nation departs from it, it can be a rallying 
point for the remainder. And it may be that if circumstances were to under- 
mine the world organization, some strength and value could remain in the 
regional security arrangements which are expressly authorized and en- 
couraged by the Charter, provided they are consistent with the purposes and 
principles of the United Nations: this is a definite improvement on the too 
universal system envisaged by the League Covenant. 


THE LoGic OF ToTAL WAR 


Ir is against that background that we have to examine the problem of the 
atomic bomb, which was not known to most of those who framed the 
Charter at San Francisco, and which some people believe has rendered the 
security provisions of the Charter obsolete and worthless. The atomic bomb, 
however, is not a phenomenon on its own, suddenly appearing like a 
meteorite on the surface of human affairs, without relation to other processes 
of international life and death. It is, in the first place, but one of a series of 
scientific developments which have been immensely accelerated by war and 
harnessed to warlike purposes. The jet-propelled, stratospheric aeroplane 
and the radio-controlled rocket, for example, are of the same family, closely 
linked in past and potential action, and it would be useless to deal with one 
on a totally different basis from the others. The aeroplane itself is not only 
the necessary means, pending further development of the rocket, of launching 
the atomic bomb, but was the means before Hiroshima and Nagasaki of 
wreaking damage to life and property far exceeding in total that which was 
wrought by the two atomic bombs; when international control of aircraft 
was held neither possible nor necessary, the nations are not much more 
likely to decide otherwise about atomic energy. - 

In the second place, the atomic bomb is but the culmination, hitherto, of 
total warfare. Its use by the United States, with the concurrence of the United 
Kingdom, proves that they no less than Germany, from whom the doctrine 
originated, have adopted the complete logic of total war. Past protests 
against the inhumanity of submarine warfare, or of poison gas, or of in- 
discriminate air bombing, are as hollow as Hitler’s victory speeches. If total 
war happens again, no holds are barred. If the atomic bomb is not used— 
as gas was not used in the war of 1939-4;—no Great Power can complain 
if other means of destroying men, women and children are employed 
instead : for instance, long-distance rockets laden with gas or bacteria. The 
logic of total war remains the same. It is war that has to be controlled, not 
theatomic bomb. A would-be suicide is not prevented by merely taking away 
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his gun, when he has access to a razor or rope or the gas-oven; and if civiliza- 
tion is bent on suicide it will not be prevented by control of the atomic bomb 
alone. Indeed, there is something to be said for sudden death as the alterna- 
tive to lingering torture such as we see in Europe to-day. 

In the third place, the atomic bomb is the latest stage in the process of 
mechanization of war, which has two vital political consequences. It vastly 
increases the relative advantage both of the industrially advanced nations and 
of the aggressor who strikes first. It therefore focuses the world’s peril upon 
the chance that one of the industrially advanced nations will become an 
aggressor, perceiving a likelihood of success in sudden action too devastating 
to be countered, in a vastly magnified Pearl Harbour raid designed to destroy 
at one blow the industrial potential of a// likely enemies. 

There are of course other possibilities also to be guarded against. Wars 
may start among nations which do not possess the atomic bomb or do not 
choose to employ it, perhaps because the ideological nature of the conflict 
debars its use; and may then involve other nations equipped with atomic 
bombs and less scrupulous in using them. Here too, however, the essence 
of the danger is the industrially great Power with a mind to strike the first 
blow in the hope that it will also be the last. It must not be forgotten that 
the last stages of the late war were a race in the development of the atomic 
bomb as well as rockets and other weapons : the Germans were known to be 
experimenting, and it was essential to beat them before they beat us—as they 
assuredly would if they had been six months ahead of us instead of six months 
and more behind us. The margin between victory and defeat in the war of 
the future—victory or defeat for the forces of order against the aggressor— 
may well be a time margin or a technical margin of the narrowest dimensions. 
It is vital to ensure that that margin is on the right side and will indeed be 
enough to deter the potential aggressor. The problem is the same as it ever 
was; only the instrument is different. There is no better nor worse case for 
“pooling” the secret of the atomic bomb—that is to say, the secret “know- 
how” of its manufacture, not the scientific secret, which is bound to become 
common property before long—than for pooling any other military secret. 
Military secrets do not remain secrets for ever; their value lies in enabling 
their possessors to be not a whole lap, but a few paces ahead of rivals at the 
critical moment; and the races of modern war may be won by a matter of 
inches. So long as the possibility of war remains, and so long as international 
order is based on national sovereignty and national force, secrets having a 
critical value in war will remain national property and will be disclosed only 
to those who can be identified with national policy. This may be a regrettable 
conclusion, but it is the surrounding condition, of potential war and national 
sovereignty, that is at fault, and nothing is gained by dealing piecemeal with 
particular military secrets, whether related to atomic energy or jet propulsion 
or anything else. 

Nor is there available any better mechanism for international control of 
atomic energy than there is for international control of aircraft or explosives 
or any other potential weapons. The Security Council of the United Nations 
is not a government nor has it the powers or personnel of a government. 





14 ‘THE UNITED NATIONS AND THE ATOMIC BOMB 


It is a conclave of sovereign states which is expressly debarred from taking 
decisions on anything except procedure without the assent of all the great 
Powers among them. In order to exercise continuous control over the use 
of atomic energy, or over other mechanical instruments of war and of peace, 
it would need, first, a rule of procedure enabling it to take decisions on all 
matters—that is to say, the rule of simple majority; secondly, a body of 
expert scientific, engineering and military advisers and inspectors; thirdly, 
its own means of enforcing its decisions against objecting States—that is to 
say, an international police force in the true sense; and, finally, its own 
sources of finance to pay for its inspectorate, its air forces and the rest. If the 
Security Council had all those things it would be a world government, and 
it could exist as such only with the support of a world parliament and a world 
electorate.* 

To attain a world government by union of nations for agreed common 
purposes, such as the prevention of war and the control of instruments of 
war, is the ideal objective. It is well that the advent of the atomic bomb has 
made an increasing number of people demand the realization of the ideal here 
and now. But the ideal has not yet been realized. Just as the atomic bomb 
re-emphasizes, with a hideous under-score of threat to civilization, the need 
for world union, so in default of world union it re-emphasizes equally the 
imperative importance of those policies which are the practical second-best 
in the conditions of to-day: to make the United Nations organization work 
as best we can; to remove or mitigate the economic and social evils that erupt 
in war; to educate the people everywhere in the truth of international affairs 
and the desirability of the ultimate ideal of world union; to get some form 
of union where we can among such peace-loving nations as see the immediate 
need for it; to keep the closest friendship and understanding between the 
British Commonwealth and the United States, who together can preserve 
world order with the aid of others like France and the smaller nations of like 
mind with them; to maintain the utmost singleness of policy and action 
among the nations of the Commonwealth themselves, who have so much to 
gain from unity, so much to lose from separateness; and to see that at all 
times, and in all the instruments of power, the strength of the British 
Commonwealth, so united, is equal to its dangers, its responsibilities and its 
capacity to contribute to world order. For it is war that is the enemy, not the 
mechanical means of warfare, and until we get union, war can- be defeated 
only by making it manifestly futile for those who might dream of launching 
it in the future. 


* An important view is that of Mr. Lionel Curtis, who writes in the Preface to the 
second edition of World War: its Cause and Cure: “Don’t let us waste our time and energy 
on discussing, at this stage, how we are to prevent the construction of atomic factories 
in various parts of the world. If you have some great and baffling task to perform, the 
first step is to consider how you can create some organ equipped with the greatest possible 
power to discharge that task. Let the most experienced democracies first create some joint 
authority and equip it with all the power they command to provide the security they need. 
They cannot do more than that, and will do less at their peril. Having done so much they 


can then leave that authority to exercise the power they have given it to solve the problem 
as best it can.” 





THE FOURTH REPUBLIC 


FROM ELECTIONS TO CONSTITUTION IN FRANCE 


| aprieeet political practice underwent a revolution when at the general 
election on October 21 voters (who for the first time included the women) 
made up their minds in favour of three main groups instead of, as so often 
in the past, diffusing their suffrages among a host of palsied splinter parties 
capable of endless intrigue and manceuvre but of little effective action. It 
seemed as though the French were at long last adapting themselves to some- 
thing like the British parliamentary system with its two or three major parties. 
This is not the only way in which Great Britain has influenced France; but 
it is significant and reassuring. Closer analysis of the final figures shows that 
the defeated parties and groups polled together an appreciable mass of votes, 
but that does not affect the general conclusion that opinion has consolidated 
itself round three large parties, the Communist, the Socialist and the Mowve- 
ment Républicain Populaire, who among them share something like 80 per cent 
of the votes cast. It was to a combination of these—““The Big Three” as they 
are now popularly called in Paris—that on the morrow of the battle General 
de Gaulle had to look to provide France with a new Government and a 
working majority in the new Parliament. 

First a word or two about General de Gaulle himself. Simultaneously with 
the holding of the general election a referendum took place in which the 
people were required to answer two questions relating to the procedure 
(although principle was involved also) to be adopted in drawing up the 
Constitution. The questions and the answers to them will be discussed later. 
Here it needs to be explained that the Communists and some others con- 
demned the referendum because there was a danger of its being regarded as 
a plebiscite for or against General de Gaulle. There is every reason tosuppose 
that he never had any such intention in his mind when the referendum was 
decided on; but none the less he sponsored the referendum, and in a broad- 
cast on the eve of the election he told French men and women how “from 
my heart” he hoped they would vote. Thus, in addition to constitutional 
procedure, the electors were in effect asked to pass a national vote of con- 
fidence or no confidence in General de Gaulle. The result was impressive. 
On the first question the majority was overwhelmingly in his favour—about 
96 per cent. On the much more hotly disputed second question he had a 
majority—both comfortable and comforting—of two to one. The figures 
showed that the nation was not prepared at this stage to withdraw its trust 
from the leader who rallied France when her cause seemed lost and who 
raised her to worthy rank from the low state to which misfortune and worse 
had brought her. 

The two questions electors were asked to answer at the referendum were 
all-important. The first was whether they favoured a Constituent Assembly 
as the instrument to draft the Constitution. The only substantial party to 
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advise electors to reply ““No” was the Socialist Radical, led by M. Herriot and 
M. Daladier. From the moment the constitutional issue was raised M. Herriot 
argued strongly but forlornly for a return to the Constitution of 1875; in 
other words, that in place of a single Constituent Assembly there should be 
a Chamber and a Senate which, sitting together at Versailles, would form a 
National Assembly to draw up the Constitution. This course the electors 
decisively—indeed, almost derisively—rejected.4.The second question was 
more controversial and the answer less certain. Electors were invited to say 
whether they were in favour of investing the Constituent Assembly with 
limited and not sovereign powers. The Government’s proposals were set 
out on the back of the referendum voting papers. They provided that the 
new Head of the Government should be appointed by the Assembly and that 
he should choose his Ministers and submit their names to it for approval; 
that the rejection of a Bill or credit should not entail the Government’s 
resignation, which could be brought about only by a direct vote of censure 
tabled two days in advance; that the Assembly should vote the Budget but 
could not initiate expenditure; that the Assembly should complete its task of 
framing the Constitution within seven months and that if it had not done so 
by then a new Assembly should be elected; and, finally, that the Constitution 
should be submitted to a second referendum one month after being accepted 
by the Assembly. 

As the campaign developed election and referendum merged inevitably 
into one great debate. The Communists urged “No” to the second question 
because (they felt) the Government’s proposals left dangerously much power 
to General de Gaulle and because they wanted a sovereign assembly— 
sovereign even to the extent of prolonging its own existence beyond the pre- 
scribed seven months. They found strange allies in the Socialist Radicals. 
The alliance was to cost the Socialist Radicals dear. The party in any case was 
losing its hold on the new generation of electors; and, moreover, it was 
perhaps unduly prejudiced by its association, through M. Daladier, with the 
policy of Munich. When it ranged itself for electoral tactics at the side of 
the Communists many men and women were bewildered and some were 
shocked. In the result the Socialist Radicals suffered almost complete eclipse; 
M. Daladier lost his seat; and the veteran M. Herriot remained to lead the 
rump of a once powerful party. Although they polled some 1,115,000 votes, 
the Socialist Radicals—who are neither Socialists nor Radicals but rather 
hard-boiled Conservatives—have clearly failed to respond to the changing 
mood and needs of the France of to-day. Their recovery is remote. 


THE TRIANGLE OF PARTIES 
THE Socialist Radicals lost by the alliance; the Communists gained. With 
150 seats in an Assembly of 586 representatives, they emerge for the first 
time in France as the largest single party in the State. Their rise is portentous, 
but not astonishing. The reasons for success are fairly clear. They have a 
highly organized party machine which never rests; a discipline, a drive and 
an enthusiasm which command respect as well as votes ; and a leadership long 
schooled in tactics and popular appeal. In the great industrial centres they 
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have won over to their ranks many supporters of the more cautious Socialist 
Party. Every public grievance is for them a piece of propaganda. Above all, 
they represent a purpose and they have a policy, and these at a time when men 
and women are seeking a way of advance have proved an inestimable advan- 
tage. The Communists thus gained both from their alliance with the Socialist 
Radicals and by defections from the Socialists. They might have gained still 
more strength from the general body of electors if they had not contrived to 
give the impression that in their attitude to foreign affairs they listened to 
Moscow rather than to Paris. 

The Socialists won fewer-seats than the Communists, although their totai 
of votes was not so disparate. It is no secret that the party leaders hoped for 
a more impressive showing. M. Léon Blum (who did not stand as a candidate) 
directed the campaign with skill, good humour and assurance. The result 
disappointed him, and doubtless General de Gaulle too. The party, enjoying 
in many ways his sympathy or interest, ought to have done better than it did. 
Its failure to emulate the achievement of the Labour Party in Great Britain, 
to which it approximates, is something of a mystery. A satisfactory explana- 
tion has not yet been supplied. There is less doubt about the reasons for the 
' success of the third major party, the Mouvement Républicain Populaire. It is said 
that M.R.P. draws its support from the Right. This is true only to an extent, 
and perhaps not to any marked extent. The old parties as a whole (M. Louis 
Marin’s always excepted) have not a good record in the war, and in any 
case they were futile, much too numerous and outmoded. If those among 
the common people who had traditionally voted for them in the past came to 
the conclusion that it was pointless to go on doing so any longer, then this 
must redound to their credit and common sense. It would misrepresent 
M.R.P. totally, however, to suppose that at bottom it is conservative and 
reactionary; notwithstanding that the newspaper Front National has bitterly 
said, Les hommes du Comité des Forges veulent faire rentrer leur “Cheval de Troie’’. 
On the contrary, it is as progressive as it is aggressive. Drawing its inspira- 
tion from the Resistance, it has trusted leaders in such men as Monsieur 
Georges Bidault and Monsieur Maurice Schumann, who served France and 
freedom so faithfully during the war. It is Catholic and therefore may be 
exposed to the suspicions, criticisms and hostility of the surviving forces of 
anti-clericalism, although whether anti-clericalism is to-day the rallying cry 
that it was in another generation is problematical. M.R.P.’s Catholicism is 
of the newer school (not confined to France) which is crusading for wide 
readjustments in.society. Thus in its social and economic policy M.R.P. 
stands near—in fact very near—to the Socialist Party. As a young movement 
it appeals to the youth of both sexes. As a party which seeks to renew the 
spirit of the Resistance, it expresses much of the better mood of France. 

The return of religion to active politics is significant. It is thought that the 
women’s vote helps to explain at least in part the remarkable rise of M.R.P. 
The hold of the Church is still strong, especially in the country districts; and 
Paris is no more France than London is England. Large numbers of the 
younger priests sympathize with the movement for reform. Many openly 
avow and support it. In the new Government of the new France, Catholicism 

c 
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will have its place and part. At the time this message is being written the 
prospects are that General de Gaulle’s first Administration in the full sense 
will be a coalition of Communists, Socialists and M.R.P., united on the pro- 
gramme of the National Resistance Council. This body was formed early in 
1944 when the enemy still occupied the country, and its policy provides for 
such fundamental changes as the freeing of the economic life of the country 
from the “barons” of finance; nationalization; social security; the rights of 
labour; the association of the workers with the management and control of 
enterprises. It has to be remembered, however, that the life of the Con- 
stituent Assembly is one of only seven months and that General de Gaulle— 
if, as is assumed, he is again Head of the Government*—is likely to advise no 
more than a limited programme for what after all is an interim period. The 
overriding task of the Assembly must be the drawing up of the Constitution, 
and this will tax its time not less than its sense of responsibility and states- 
manship. Clearly, it will not be easy to reach agreement on, for example, 
whether the future Legislature shall be unicameral or bicameral; on whether 
there shall be both a Head of the Government and a President of the Republic, 
or whether the two offices shall be combined in one as under the provisional 
régime now passing to its demise. 


FRANCE AND EuROPE 


Nor will matters be easier in foreign affairs. General de Gaulle has stated his 
policy frankly. It is based on two main conditions: (1) That the Rhineland 
shall be a separate territory under military (presumably French) government 
and the Rhine itself internationalized ; and (2) that the Ruhr shall be put under 
Allied control. If enforced, such a policy means that the Reich as a unity has 
gone for good. Complementary is General de Gaulle’s proposal fora western 
community—or “‘a western family” as Monsieur Blum prefers to call it— 
embracing all those countries whose safety may be threatened by a restored 
Germany and whose economic interests are involved in the industries of 
western Germany. The policy commands the support of probably 75 per 
cent of the French people, and is seriously opposed only by the Communists, 
who see in it the formation of a “western bloc”, a phrase General de Gaulle 
has never used, designed to offset the eastern b/oc within the Russian orbit. 
A first step to the realization of the plan would be an alliance between Great 
Britain and France. Such an alliance is ardently desired by the French. 
Negotiations, however, proceed slowly, and will continue to do so until the 
Syrian sore has been got rid of. 

The next seven months will be critical. The winter hes come. France has 
made substantial progress since liberation, and she is standing on her feet 
again. Many difficulties remain. If in the coming months there are food and 
fuel in the homes and power and raw materials in the factories, then the 
future is safer. If these things are lacking, then the future is obscure and in 
a way frightening. This is very much a period of transition. Large-scale 


* General de Gaulle was elected Head of the Government by a vote of the Assembly, 
nemine contradicente, on November 13, and has since, after an apparent deadlock, formed 
a Government representing the three main parties.— Editor. 





THE FOURTH REPUBLIC 19 


changes require to be made before French men and women can feel that they 
have embarked on a settled course. Politically, they have made their choice. 
Economically, they have still to do so. Here in Paris the black market is all- 
pervading. It is a common saying that every one is involved in it. Even the 
doctor has to resort to it for the drugs and medicines which the sick and the 
dying need. Hardly worse, even the State has to buy some of its necessary 
requirements in the black market. This “slow stain” has contaminated many 
people in all classes. Whether it has undermined the essential qualities of 
the nation none can or dare say. There it is, however, and it needs to be 
combated. 


THE LAVAL TRIAL 


In this scene of France to-day, the Laval trial has its own place. The handling 
of it was unbelievably bad—by British standards outrageously so. That 
Laval was condemned in the eyes of the nation before he was ever brought 
into court was understandable. The indictment against him was over- 
whelming. His collaboration with the enemy was shameless, his wish for a 
German victory publicly proclaimed. He made himself responsible for 
sending hundreds of thousands of his compatriots to the slave camps of the 
Reich. He was silent before the horror of Oradour. He served Germany 
only too well and France only too ill. Even a bad man, however, deserves 
a good trial. Laval was accorded a trial which shocked most of those who 
witnessed it. There was first the suspicion that the preliminary examination 
was not adequate and that Laval was not given reasonable facilities to prepare 
his defence. One dramatic moment in court was when his counsel, white- 
faced and taut, passionately protested against the inadequacy of the oppor- 
tunities granted to the defence. It has to be recorded that the Bar took the 
stand expected of it and was both distressed and disturbed by the way in 
which the prisoner was prejudiced and prejudged. The British public were 
no doubt as pained as. those who attended the trial by the utter lack of 
decorum and fair play. If the Laval case were the sign manual and standard 
of the Fourth Republic, the prospects would be gloomy and grim. It was, 
however, only an episode which the French will forget and for which they 
will yet atone. 


Paris, 
October 27, 1945. 





GERMANY UNDER ALLIED 
CONTROL. II 


AN ECONOMIC STUDY OF THE POTSDAM: PLAN 


Se IING for the occupation and control of Germany started over a 
year before her final collapse with the establishment of the European 
Advisory Commission. At that time. victory was still clearly many months 
ahead and it was natural therefore that the planners should work on the 
assumption that Germany would surrender before being completely overrun 
by the Allied armies. In the event conditions turned out very differently; 
instead of finding an administrative machine more or less intact the Allies 
were confronted with a Germany in complete chaos. From one angle this 
was good; it is easier to rebuild a house from its foundations than entirely 
to alter its structure while keeping the main fabric intact. But for the rapid 
recovery of Europe it was disastrous, particularly in the economic field. 
There was no possibility of arresting the decline—it had gone too far for 
that—and until some order had been introduced there could be no question 
of putting into effect the Agreement on the Machinery of Control, which 
provided that the supreme authority in Germany should be exercised jointly 
in matters affecting Germany as a whole by the four commanders-in-chief, 
acting in their capacity as members of the Control Council. The first 
action taken by Military Government therefore was gradually to build up 
out of the numbers of small island states that existed throughout Germany 
larger units of administration, until eventually there should emerge: fully 
fledged provincial or State administrations capable of undertaking the 
normal functions of local government. This was no easy task, since rail- 
ways, rivers: and inland waterways were completely disorganized by the 
combined effects of Allied bombing and German demolitions, while road 
transport was equally disrupted owing to scarcity of vehicles. With no 
centralized system of tax collection it was necessary to improvise methods 
of meeting local expenditure. Food rationing had to be organized, public 
utilities repaired, and labour set to work on clearance of bomb damage and 
repair of houses. The way in which this was done varied from district to 
district, and this entailed the further responsibility of gradually welding 
together into a homogeneous whole this strange assortment of ad hoc 
administrative units. To add to the difficulties roads and villages were 
thronged with foreign workers returning to their homes, evacuated Germans 
searching for their families and hordes of Wehrmacht prisoners, while between 
the borders of the British and American zones Allied troop movements were 
taking place as the two armies adjusted their positions to conform to the 
zonal boundaries. The work had to be done quickly because Allied man- 
power was not available in sufficient quantities to undertake the direct 
responsibilities of administration ; indirect control of Germans was necessary 
and this meant building up a German organization. At the same time the 
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pace could not be quickened beyond a certain point, since Allied policy 
demanded the elimination of all Germans who had more than a nominal 
connexion with the Nazi party, and efficient substitutes were difficult to find. 

In these circumstances it is hardly surprising that it was not until nearly 
three months after Germany’s surrender that the Control Council held its 
first meeting in Berlin, and that it was only at the Potsdam Conference that 
the Big Three announced “the political and economic principles to govern 
the treatment of Germany in the initial control period”. Indeed it is to the 
greatest credit of the Military Government detachments of the armies of 
occupation that they should have achieved in so short a period such a degree 
of order out of the initial chaos as to make it even conceivable to treat 
Germany as a single unit. 

The declaration of Allied economic policy towards Germany can be divided 
into (a) future administrative machinery (German and Allied), and (b) the future 
structure of German economy. The most important announcements under (a) 
are to be found in Article 9 (iv) of the Political Principles and Articles 12, 14 
and 16 of the Economic Principles. Articles 11, 13, 15, 17 and 19 of the 
Economic Principles and the statement on Reparations from Germany pro- 
vide the clue to the future structure of German economy. The statement in 
regard to the western frontier of Poland has also an important bearing on 
both points. 


THE PROBLEM OF INDUSTRIAL CONCENTRATION 
TuHE first group of articles referred to above can be summarized as follows. 
The Three Powers agreed that during the initial control period Germany 
should be regarded as consisting of the territory of the 1937 Germany less 
the area lying east of the Oder—Western-Neisse line. Its administration 
would be decentralized. For the time being it would have no central govern- 
ment of its own, but certain essential administrative functions would be 
carried out by administrative departments headed by German State Secre- 
taries. These departments, which would act under the directions of the 
Control Council, would cover in particular finance, transport, communica- 
tions, foreign trade and industry. The Allies would agree on common 
policies in all the principal fields of economic life; and these policies would 
be carried out by Germany, which would be required to accept full responsi- 
bility for the administration of the controls necessary to put them into effect. 
It is clear from this that at Potsdam at any rate there was no thought, apart 
from the cession of territory to Poland, of the truncation or dismemberment 
of Germany. On the contrary, the Three Powers clearly envisaged a single 
state, decentralized—perhaps ultimately on federal lines—but with an 
eventual central Government of its own. They even, though perhaps un- 
wittingly, went a little farther than this, for they also announced that “the 
excessive concentration of economic power, as exemplified by cartels, syndi- 
cates, trusts and other monopolistic arrangements” should be eliminated. 
At first sight this appears to be nothing more than an attempt to break down 
into smaller groups such large industrial complexes as I. G, Farben, Krupps 
and the Hermann Goering Werke. But the means by which this can be 
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accomplished are difficult and deserve further examination. In Germany, 
unlike England, there is no middle class which is traditionally interested’ in 
investing its savings in the ordinary shares of small undertakings and accept- 
ing the responsibility that that entails. The inflation after the last war killed 
the majority of the small rentiers; and for many years there has been.a strong 
tendency in Germany, which was deliberately encouraged by the Nazis, to 
concentrate the ownership of industry into fewer and fewer hands. The 
German banks, which always had substantial interests in industry, assisted 
in this development. It is difficult to see how large concentrations of 
economic power can be broken down in Germany if there is no means of 
distributing the shares of large enterprises like those mentioned above, which 
covered by interlocking shareholdings so large a field of industry, that they 
have become the very epitome of monopolistic arrangements. It would 
therefore appear that some form of public ownership of industry or a large 
part of industry will result, though care will have to be exercised that 
government or provincial controlled concentrations of economic power do 
not become even more dangerous than they would have done had they 
remained in private hands. So we have from this part of the Potsdam Agree- 
ment a quite clear and coherent picture of a single German State, decentra- 
lized in many respects, but with a centralized control of finance, transport, 
communications, foreign trade and industry. 

The Potsdam pronouncements on the future structure of Germany’s 
economy are of two sorts, negative and positive. On the negative side they 
provide for the complete elimination of the aircraft and shipbuilding indus- 
tries, the drastic restriction of Germany’s metallurgical, chemical and engineer- 
ing industries, the limitation of Germany’s living standards to the average 
standards of European countries (i.e. all European countries except the 
United Kingdom and the U.S.S.R.) and the control by the Allies of German 
economic and financial transactions and of all research organizations, in order 
to prevent her from developing a war potential. On the positive side German 
agriculture and peaceful domestic industries are to be encouraged, and 
Germany is to be left sufficient economic resources, equitably distributed 
throughout the country, to pay for the imports necessary to sustain her 
approved standard of living. In addition measures are to be promptly taken 
to repair transport, housing and utilities, and to maximize agricultural and 
coal production. 

To obtain a clear idea of the meaning of these statements of policy it is 
necessary first to consider Germany’s pre-war economy. Germany is not 
rich in natural resources. Apart from coal, potash and timber she was a 
small producer of raw materials; and in spite of her magnificent forests she 
consumed more timber than the annual growth of her trees. Notwithstanding 
extensive development between the wars she was not self-supporting in 
foodstuffs. She depended for her comparatively high standard of living on 
the intensive development of her steel, engineering and chemical industries 
(which together provided 60 per cent of her total export trade), and the 
traditional skill and hard work of her population. Since 1933, when the 
Nazis came into power, serious efforts were made to reduce her dependence 
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on imports, particularly those derived from far distant sources, by the 


development of synthetic industries, of which the most important were oil, 
rubber and staple fibre. 


POPULATION AND EMPLOYMENT 


THE cession of territory to Poland deprives her not only of the important 
coal and heavy industrial production of Upper Silesia, but also of 20 per cent 
of her total territory and nearly 25 per cent of her agricultural territory. But 
it will not entail a corresponding loss of population. On the contrary, besides 
having to absorb into a reduced area the ten million Germans who lived east 
of the Oder—Western-Neisse line she will have to find space for nearly 
another five million Germans from the Baltic States, Czechoslovakia and 
central and south-eastern Europe. On the other side of the balance sheet 
deductions must be made for military and civilian casualties from war causes, 
but even so it looks as if the total population of Rump Germany will be 10 
to 12, and the working population 5 to 6 million higher than it was before 
the war. If Germany’s metallurgical, chemical and engineering industries 
are to be drastically reduced for security reasons, to what occupations can 
the latter be drafted? The only answer appears to be agriculture and con- 
sumer-goods industries. 

Agriculture, as has already been mentioned, has been extensively developed 
during the last twelve years, with the result that the density of agricultural 
population is appreciably higher than the average for Europe as a whole. 
Some of this population has been killed during the war, and some of it has 
always consisted of foreign workers, who will now, presumably, return to 
their own homes. The breaking up of the larger estates may find work for 
some of the transferred workers; but this cannot be accomplished quickly, 
since it will entail an extensive house-building and land-drainage programme. 
The best that can reasonably be hoped for is for the reduced Germany to 
employ on the land the same numbers as were employed in the whole of the 
Altreich before the war. As regards the consumer-goods industries, some 
expansion is possible; but if Germany’s standard of living is to be reduced to 
an average European standard, internal consumption will decline and the 
upper limit for any expansion in the capacity of these industries will be dic- 
tated by the exports that Germany must make to pay for essential imports. 
One is thus drawn to the inescapable conclusion that this part of the Potsdam 
Agreement will mean heavy structural unemployment in Germany amounting 
perhaps to as much as 3 to 4 million persons. 

To say this is not a criticism of the Potsdam Agreement. On the contrary, 
when one considers the complexity of the problems with which the Three 
Powers were faced, their solution does not seem unreasonable. Security from 
future German aggression is the dominant theme of the economic principles, 
and there is every reason why there should be a substantial reduction in the 
capacity of Germany’s principal war-important industries, which had been 
developed to a point far beyond her normal peace-time needs. There is also 
every justification for a reduction in Germany’s standard of living, which 
before the war was substantially higher than that of many of the surrounding 
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countries. It would be less than justice if Germany were to come out of the 
war better off than her conquerors; and Russia in particular is entitled to 
receive, by way of reparations, considerable quantities of plant and equip- 
ment to replace those that Germany has destroyed and to improve the lot 
of her own population, which has sacrificed so much in the preparation for 
and prosecution of the war. 

But a highly industrialized country cannot without serious social conse- 
quences be dis-industrialized by reducing its living space; and a settlement 
with Germany which resulted in the permanent unemployment of a large 
proportion of her working population would hold out little prospects of 
achieving conditions in Europe that would make for permanent peace. It 
may therefore be hoped that the security and reparations announcements of 
Potsdam were part of a short-term programme, as is indeed suggested by the 
title to the relevant clauses, which states that they are to cover the initial 
control period. What is envisaged, it would seem, is a short, sharp surgical 
operation—the removal of plant and equipment is to be completed within 
two years—followed by a period of convalescence. During this first period 
a temporary cure for unemployment may be sought in the clearing up of 
devastated cities and the rebuilding of houses. Thereafter a gradual increase 
in industrial capacity will be permitted, and Germany’s standard of living 
will be allowed to rise proportionately to the level in the neighbouring 
countries. But Germany cannot be left to develop her economy as she 
pleases. Care must be taken to see that in future there is less emphasis on 
heavy industries, so important for war purposes, and a better balance than 


in the past between these and the consumer industries. To persuade the 
Germans that butter is preferable to guns is a matter of education, and will 
entail the occupation of Germany for a long period, perhaps a generation. 


FRENCH SECURITY AND GERMAN ECONOMY 

So much for the implications of the Potsdam Plan, but what has actually 
happened in Germany since Potsdam? There are indications that some head- 
way has been made on the negative side of the proposals (removal of plant 
and equipment, breaking up of combines, &c.), but that apart from strenuous 
efforts to maximize coal and food production and to repair transport and 
housing little progress has been made on the positive side. The central 
administrative departments for finance, transport, communications, foreign 
trade and industry, which were to have been formed with German State 
Secretaries at their head and under the direction of the Control Council, have 
not materialized. It appears that, while Britain, America and Russia have 
been pressing for this, the French are opposing it on the grounds that to set 
up now administrative departments with jurisdiction over the whole of 
Germany would prejudice the separation of the Ruhr and the Rhineland from 
the rest of Germany, which they regard as essential on security grounds. In 
the Agreement on the Machinery of Control in Germany it was laid down 
that the decisions of the Control Council must be reached by the unanimous 
vote of all four members. French opposition therefore means that this part 
of the Potsdam plan cannot yet be implemented. 
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This is an unfortunate development, not only because of the importance 
of maintaining Allied unity, but also because the continuance of the present 
system of zonal administrations which vary from zone to zone may seriously 
affect our ability to get through the coming winter without disaster. The 
chief difficulties with which Germany is faced at the present time are the low 
level of coal production, the inadequacy of transport, the lack of food and 
the fear of inflation. All these are interconnected. Coal production depends 
on the level of miners’ rations; food production deperids on supplies of 
fertilizers, the production of which depends on coal. Unless transport 
facilities can be restored the coal cannot be moved and the food cannot be 
distributed. And restoration of transport means the repair of bridges, 
locomotives and rolling-stock, for all of which steel is required; and this 
cannot be produced without coal. Lack of food also affects the productivity 
of labour, with the result that costs tend to exceed selling prices. Bat if 
selling prices are raised there is a danger that there will be a demand for 
higher wages and that the inflationary spiral will start. Apart from the small 
quantities of rationed goods, which are sold at controlled prices, the mark 
to-day has no value; and this increases the difficulties of ensuring that 
Germany makes the best use of her own resources by maximizing the collec- 
tion of foodstuffs off farms and preventing the hoarding of consumer goods. 

In spite of this gloomy picture the position is by no means hopeless. The 
fact that bank deposits are increasing and that rationed goods are being sold 
at controlled prices suggests that the German people are still inherently well 
disciplined and would respond readily to a firm and wise leadership. But the 
problem is too great to be dealt with in a piecemeal fashion, with different 
remedies applied to meet the same set of conditions in each of the four zones. 
Some centralized administrative machine run by Germans under Allied 
direction is essential, particularly in the case of finance, transport and com- 
munications. In all these three fields a unified system alone can obtain the 
best results ; and, even if it is too late now for them to have any decisive effects 
on the battle of this winter, the longer they are in existence the better are the 
hopes of seeing a real revival next winter in Europe as a whole. 

It is therefore to be hoped that the present differences between the French 
and the three Powers represented on the Control Council will be rapidly 
resolved. The security aspects of the problem with which the French are 
very naturally concerned do not arise so long as the whole of Germany 
remains under Allied occupation and control. It is in any case by no means 
sure that the separation of the Rhineland and the Ruhr, which might have 
been the right method of preventing aggression after the last war, is neces- 
sarily the right step to-day. Separation which deprives Germany of its 
richest remaining industrial area would add immeasurably to the difficulties 
of finding employment for the Germans transferred from ceded territories. 
Indeed, with the high degree of dis-industrialization which will take place in 
the Ruhr as a result of the Potsdam reparation plan, transfers to the Rump 
State might be necessary from the West as well as the East. In these circum- 
stances there is a danger that the Rump Germany would develop into a vast 
depressed area and a constant danger to economic stability in Europe. 
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TRANSITION FROM STRATEGY TO POLITICS 


3 is well for the British Empire that in the war just ended there were no 
“Eastern” and “Western” schools of strategy, the latter, as in 1914-18, 
constantly undervaluing the importance of all but the Western front. In his 
book The Palestine Campaigns, Lord Wavell explains authoritatively how 
even in 1914-18 the front against Germany was in truth continuous. In the 
late war no responsible person was sufficiently misguided to think otherwise. 
From May, 1940, when Mr. Churchill became Prime Minister, through all the 
agonizing months in which the Empire stood alone, the war in Europe, 
Middle East and Asia was treated as a whole, and the vital importance of the 
Middle Eastern theatre was never for one moment minimized or overlaid. 
It was not for nothing that the only armoured division which Britain then 
possessed was sent from England to Egypt in the autumn of 1940, when 
England’s peril from invasion was at its worst. The tide of war first turned, 
moreover, against Germany with the British victory at Alamein, a battle as 
fateful in the history of mankind as that of Stalingrad and prior to it by a 
very short interval of time. Both victories were decisive. The one arrested 
the drive northwards and eastwards from the south; the other the drive 
southwards and eastwards from the north. No one will ever be able to say 
which was the more important, only that the victory at Alamein came first. 
That victory was won by troops from many parts of the Empire, west, south 
and east. It was therefore symbolical of the Empire’s wide-ranging interest 
in the Middle Eastern theatre. 

It is, however, doubtful whether our new Parliament yet realizes how vital 
to us is our standing in the Middle East—in the strategy of peace no less than 
war. The method changes. Persuasion, diplomacy and character take the 
place of force. But the makers of policy must never forget that while we 
do not ourselves wish or need to dominate the Middle East, we cannot 
afford to let it be dominated by any other Power, because its freedom and 
friendship are necessary to our own freedom, security and peace. There 
are both material and moral reasons for this. On the material plane the friend- 
ship and freedom of the Middle Eastern peoples are essential to us because 
the domination of their countries by an unfriendly Power or group of 
Powers would divide the western, southern and eastern peoples of the 
Empire from each other, and also because the region contains an indispen- 
sable reservoir of one of the main requisites of modern life—lubricating 
and propellent oil. Morally its friendship and freedom are essential to us 
because the Empire would have lost its main justification and source of moral 
power if it proved unable to establish a true partnership with the Arab 
peoples, who need and wish for our friendship and help. It is therefore no 
rhetorical flourish to say that the standing and security of the Empire in the 
post-war world will very largely depend upon the quality of its statesmanship 
in the Middle East. The United States claims primacy throughout the 
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American continent. Russia claims it along a wide glacis of European 
States marching with her western boundaries. If we cannot maintain a 
similar primacy between the Euphrates and the Nile, the cohesion of the 
Empire will be lost. But it must be a moral primacy which claims no more 
than the right of standing first among the European Powers in relation to 
the Middle East. This is certainly no more than the United States and 
Russia are claiming in what they firmly proclaim as their own spheres of 
influence. As regards the Arab peoples, on the other hand, it must base itself 
upon a true and equal partnership of aims and interests, not on the possession 
of overriding force. Failing it, the security and moral standing of the British 
Empire will sink into the overdrifting sand which has swallowed so many 
empires in that ancient region where our civilization first came to birth. 

Well, then, for us that by 1939 we had recovered the loyalty and friendship 
of the Arab peoples. Well that they stood firmly with us, despite the power 
and the promises of our two enemies, in the 1940-42 crisis of the war. Well 
that we sent to Egypt of our best armour, even in an hour of mortal peril 
when the safety of our own island-base was in daily jeopardy. Well, too, that 
Hitler’s distribution and use of his enormous forces was less well conceived 
than ours, with far less to dispose. Britain has proved herself a true friend 
of the Arab peoples, and they true friends of hers. In that mutual friendship 
the welfare and security of both are equally involved. 


THe UNrty OF THE ARAB WORLD 
Tue task of maintaining and developing it is not, however, simple. In the 


first place, the critical importance to us of our relations with the Arab world 
has never yet been adequately appreciated by the British public or by Parlia- 
ment, despite the part those relations have played in two World Wars. Secondly, 
our Middle Eastern policy has always been, and still is, gravely complicated 
by our relations with other great Western Powers. Thirdly, the interest of 
newspaper readers and Parliament tends to pass from one Middle Eastern 
territory to another without realizing that in fact they form a regional whole. 
Prominently as Palestine figures on the stage of international affairs to-day, 
it is only a few weeks since Syria and the Lebanon had all the headlines; and 
if British policy were badly handled, the papers might soon be as full of 
Egypt or Iraq. If the Palestine question brings us into difficulty with 
America, the Syrian question brings us into difficulty with France. But all 
these problems are interbound; and the Empire cannot afford to allow its 
relations with the Arab world to be seriously prejudiced by any other inter- 
national interest, as it did after the first Wezld War, nor to forget that the 
Arab revival, with its growing sense of cultural and political unity, has 
transformed the Middle Eastern stage to our great advantage in the past 
thirty years. It is a fact of great significance to us that the Arab world is now 
most vigorously alive and more closely knit than at any time since its great 
awakening and expansion in the first centuries of Islam. It is also a fact that 
our fortunes have been closely tied to it ever since, with the strength and 
support we gave, it enabled us to win the Middle Eastern campaigns of 
1914-18. Had the Sultan of Turkey’s call as Caliph to all Moslems to combine 
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in a jihad against the Western Allies, issued when Turkey entered the war 
against us at the end of 1914, met with the response which the Turkish 
leaders and their German friends confidently expected in Egypt, Syria and 
Arabia, we should undoubtedly have lost control of our Mediterranean line 
of communication through the Suez Canal. Great efforts were made by our 
enemies to rouse the Moslem world, the Prophet’s standard being borne 
with elaborate ceremony from Damascus to Jerusalem and laid to rest in the 
Dome of the Rock pending the advance into Egypt, which was awaited with 
confidence. But the demonstrations missed fire, and the call to a jihad failed. 

A good beginning—but not, until to-day, a sequence of which we can in 
all respects be proud. It would take a work of many volumes to recount, 
examine and explain the tortuous story of British and European diplomacy 
from the Sykes-Picot Agreement of 1916 to the Balfour Declaration of 1917 
and thence into the complex bargainings which culminated in the partition 
of the Fertile Crescent at the San Remo Conference of 1920. The truth, how- 
ever, is that many of the engagements made in the course of the war and the 
entire settlement which followed it were inconsistent with undertakings given 
to thé Arab movement both at the outset of the Arab revolt, throughout its 
subsequent course, and even more pre-eminently when victory had crowned 
our arms. Whatever glosses we may subsequently have put upon our pro- 
nouncements, there is no doubt about the belief which they instilled, and 
which we intended them to instil, in the Arab world. Here, for instance, are 
the two main paragraphs of the Joint Anglo-French Declaration issued by 
Lord Allenby on November 7, 1918: 


“The goal envisaged by France and Britain in prosecuting in the East the war set 
in train by German ambition is the complete and final liberation of the peoples who 
have so long been oppressed by the Turks, and the setting up of national govern- 
ments and administrations that shall derive their authority from the free exercise of 
the initiative and choice of the indigenous populations. 

“In pursuit of these intentions France and Great Britain agree to further and 
assist in the setting up of indigenous governments and administrations in Syria and 
Mesopotamia . . . and to recognize them as soon as they have been set up.” 


The occasion of this proclamation was a widespread ferment caused by the 
removal by Allied troops of an Arab flag hoisted in Beirut. Since the pro- 
clamation was ordered to be printed in the whole Arabic press and posted in 
towns and villages throughout Palestine, Syria and Iraq, the impression it 
made was immense and the undertaking contained in it universally accepted 
as permanent. 

It is true that the Government of a country fighting for its life is beset with 
urgent preoccupations and cumbered with a complex of departmental acti- 
vities which make consistency in all its actions and engagements extremely 
hard to preserve. Every higher war direction has intractable difficulties in 
co-ordinating the activities of its left hand and its right, or indeed of all its 
hands, which tend to become as numerous as those of a Hindu god—human 
capacity is unequal to it. It is also true that Britain subsequently grasped her 
major errors and corrected them in such a way as to secure an equal loyalty 
from the Arab world in her second struggle for life. But there is no ground 
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for complacency upon the record of our diplomacy between 1916 and 1920. 
It was bad, 

The first consequence was violent agitation in Egypt and an outright 
rebellion in Iraq which cost many valuable lives and forty miilion pounds, 
Happily we changed course immediately in Iraq; and though we changed it 
more slowly in Egypt, we did so by degrees and to excellent effect. The 
results are enshrined in the final Anglo-Iraqi Treaty of 1932 and the Anglo- 
Egyptian’ Treaty of 1936. But for the honouring of our war-time declara- 
tions which those instruments brought into genuine effect, and but for one 
other instrument—the Palestine White Paper of 1939—the Arab world 
would never have recovered belief in our good faith nor supported us, as it 
did, in the life-and-death struggle from which we have just emerged. 


THE QUESTION OF PALESTINE 


ALL these instruments, however, are now out of date, and fresh agreements 
must be concluded within the framework of the United Nations Charter, in 
order that our relations with the Arab world may develop steadily into the 
equal and permanent friendship which is necessary to both. The most critical 
of the immediate issues is without question that of Palestine. The American 
pronouncements on the subject—prompted, as we know, by internal politics 
—have not been considerate. The Jewish organizations in Palestine have 
launched upon a campaign of violent sabotage, and there is a ferment in the 
Arab States which past experience should teach us to respect. At the moment 
we have strong military forces in Palestine; but they are only to guarantee 
order. No settlement can endure which has to be imposed by force. 

The Palestine question has been so distorted and befogged by propaganda 
that many people, whose hearts are moved by Jewish persecution and by a 
sentiment derived from childhood familiarity with the early history of the 
Jewish race, believe it to be our duty to establish a Jewish Commonwealth 
in Palestine—if necessary by force. But that conviction can only live on 
ignorance; and it is bound to shipwreck on certain intractable facts. If our 
undertakings to the Jews are to be interpreted as a promise to establish a 
Jewish majority and a sovereign Jewish State in Palestine, then indeed they 
are in conflict with solemn undertakings to the Arabs whose meaning no 
honest man can doubt. One has been quoted above, the Anglo-French Pro- 
clamation of November, 1918; and there are many more. The Arabs believed 
throughout this war that we could be counted upon to honour that declara- 
tion, having our word freshly given in the White Paper of 1939; and if we are 
so demented as to break faith again, there will be resistance to the uttermost 
in all Arab lands. Never in such conditions can there be peace in the Holy 
Land. The Jewish State, whatever its boundaries, could not prosper or even 
precariously exist. And the British Empire would once again (as in Iraq after 
the last war) be spending tens of millions to its own grave detriment in a 
cause inconsistent with its own principles, in open contradiction of its under- 
takings at San Francisco and before, and incapable of success. 

The plain fact is that Jewish settlement in Palestine, whether in its present 
numbers or @ fortiori in greater numbers still, can never prosper without 
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Arab co-operation and consent. Nor is such co-operation unattainable. It 
is not Jewish settlement to which the Arabs object; such settlement could 
in time be widely extended in the Middle East, if only the claims of Jewish 
nationalism, with its demand for sovereign dominance in Palestine, were 
genuinely renounced. Equally certain is the fact that emigration to Palestine 
cannot possibly solve the immediate problem presented by dispossessed Jews 
in Europe. The acceptance of these two incontrovertible facts by the Zionist 
movement depends mainly upon the American Government, since it is in 
the lobbies of Congress at Washington even more than of Parliament at 
Westminster that the extreme demands of Zionism are pressed. Britain, for 
her part, repeated the substance of many previous declarations when she 
gave her word in the Palestine White Paper of 1939 to further no Jewish 
immigration beyond a certain quota (now exhausted) without Arab acquies- 
cence. She has furthermore undertaken by ratification of the United Nations 
Charter never to countenance aggression or conquest of territory by force. 
Finally she is pledged to recognize and promote the independence of all 
Arab territories, Palestine becoming a self-governing bi-racial territory, 
Arab and Jew, as soon as independence is compatible with its peace. These 
pledges she is bound by honour and interest alike to keep. 

As for the United States, it is assuredly time that Americans should take 
into account the facts about Palestine established twenty-five years ago by 
an independent and objective American investigation, the King-Crane 
Report. It was unfortunate that President Wilson, who ordered that in- 
vestigation, was no longer in possession of all his faculties when it was 
completed and that America thereafter turned her eyes firmly inwards, 
repudiating all responsibility in Europe, let alone the Middle East. But that 
phase has passed and there is urgent need now for genuine Anglo-American 
co-operation on the Jewish question in the interest alike of Anglo-American 
friendship, the Jews and the Middle East. The surest way of moving towards 
this would be the appointment of an Anglo-American Commission to study 
and report upon the Jewish question as a whole, including a reinvestigation 
of the possibilities of Palestine together with the rights and feelings of its 
inhabitants in the objective manner of the King-Crane Report. There seems 
to be no other equally promising way of preventing a protracted and bitter 
struggle which would be deeply damaging to Anglo-American and Anglo- 
Arab relations without affording to the Zionist cause any hope of ultimate 
satisfaction or to the persecuted Jews of Europe any assurance of adequate 
relief. Such a commission is said to be in contemplation. That it may 
eventuate is greatly to be hoped. 


ANGLO-FRENCH RELATIONS 


THE next most pressing of our Middle Eastern difficulties arises from our 
relations with France; and here again we must beware lest the wider needs 
of our international policy should prejudice our friendship with the Arab 
peoples. The Arabs understand our difficulty and have always been ready 
to admit the importance of Anglo-French co-operation in the maintenance 
of peace; but French policy in Syria and the Lebanon has now completely 
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alienated the goodwill towards France which was once a potent force, and 
all Arabs are determined that the independence of the two Levant States 
shall not be sacrificed to international accord, whatever the cost. 

The reason for their deep suspicion of France is not far to seek. France 
had no part at all in the hard campaigns which freed the Arab peoples from 
Turkish rule in the first World War; but when the peace settlements came to 
be negotiated, she demanded as her due for a long record of missionary and 
cultural service a considerable slice of Arab land. The Arab revival in Syria 
was without question deeply indebted to both French and American pioneers ; 
and French protection was highly valued by a large proportion of Syrian 
Christians, if not by all. There was therefore favourable scope for a fruitful 
partnership between Syrian nationalism and French culture, supported by 
French political guidance and material power. Unhappily, France failed to 
appreciate the strength of Arab nationalism or indeed to admit that it had 
any right to exist; and in 1920 after San Remo she seized the whole of 
eastern Syria, driving King Feisul from Damascus by a ruthless display of 
force. Against this Britain did not protest, though it was much against her 
wish; and she soon had her own hands full in the Iraq rebellion farther east. 
But the action was typical of a French attitude towards the Syrian question 
which has led to violence once again in Damascus in recent months. In the 
critical winter of 1914-15 Feisul, as King Hussein’s son, had favoured 
partnership with Turkey rather than the Western Allies because he believed 
that French and British imperialism would prove incompatible with the 
main purpose of the Arab revival—emancipation of the Arab world. In the 
years immediately following the Allied victory it seemed for a time that, 
despite his subsequent loyal service to the Allied cause, he had been right 
on both counts. In due course, however, Britain appreciated and came to 
terms with the rising forces of Arab nationalism. France unhappily did not. 
Before he died, Feisal as King of Iraq saw his country raised to complete 
independence by the termination of the British Mandate over it and admitted 
to the League of Nations. But he never forgave France for the breach of faith 
which drove him from Damascus, the ancient centre of the Arab world; and 
the French Chamber was desperately ill advised in confirming the Arabs’ 
growing hatred of everything French by refusing before this war to raiify 
the Franco-Syrian Treaty of 1936, which resembled the Anglo-Iraqi Treaty, 
though less complete. 

We have seen that French and British action in seizing direct administra- 
tive control over the whole Fertile Crescent from the Persian Gulf to southern 
Palestine and dividing it up into new states or provinces in flagrant disregard 
of history, local sentiment and economic convenience was in direct breach 
of undertakings given to the Arab Movement during the war. It was also 
grotesquely unwise, for it subjected the more advanced of the Arab peoples 
to European tutelage while leaving the much more primitive remainder of 
the peninsula to its own rulers, including a man of outstanding force and 
wisdom, King Abdul Aziz Ibn Sa’ud. If there be added to these ineffable 
decisions the fact that Britain had bound herself to open the southern part 
of historic Syria for colonization by the Jews, it is hardly to be wondered 
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at that the period between the two world wars was, in the Middle East, one 
of recurring violence, rebellion and strain. The astonishing thing is that the 
Arab world should nevertheless, with very few exceptions, have stood 
loyally by Britain when pressed almost to desperation in the second world 
war. It had no such regard for France. 

The tragic truth, now plain to all the world, is that French, unlike British, 
statesmanship has never brought itself to recognize the strength and depth 
of the forces which are reshaping the Arab world. The reason lies partly 
in a colonial policy which insists too narrowly upon the Frenchifying of the 
native and natural life—in language, culture, administration, interests and 
ruling activities of every sort; partly in the choice of soldiers and admini- 
strators without the instinct of such men as Lyautey and Catroux for dealing 
with proud and sensitive Moslem folk; partly, too, in an unsleeping fear 
lest the grant of independence to Moslem peoples in the Middle East should 
raise a similar demand in the French North African Empire farther west. 
Syria and the Lebanon were seething with discontent when the second world 
war began, and the events of 1940 did not increase their respect for France. 
When, in 1941, the French Government took side with Germany in facilitat- 
ing the threat to Iraq, the two Republics were delivered by British arms, the 
small de-Gaulliste contingent playing an altogether subsidiary part. Their 
independence /ias since been recognized by Britain, America, Russia and 
even France herself; but since the fall of Germany France has attempted to 
reassert a considerable measure of tutelage by force, and Britain could not 
do other than put an end to a struggle which would have involved all Arab 
States. It is a painful story, for Britain no less than France, and the only 


peaceful sequel is to be found in the withdrawal of all alien troops and in the 
recognition of independence, unconditional and complete. 


STRATEGY OF THE MIDDLE EAsT 


THERE are two other major Middle Eastern problems, one military and the 
other economic, which we must face. The military one should prove the 
easier. Security against aggression is impossible nowadays for any small 
nation without the assured support in emergency of some great industrial 
Power. The Arab States need this, and are conscious of needing it. But the 
manner in which it is assured need not, and should not, take the form of 
military occupation in time of peace or of exclusive treaties between indivi- 
dual States. Strategically the Middle East constitutes a single region, with 
the consequence that it needs a regional scheme of security worked out in 
partnership between all the interested States. Such regional systems are con- 
templated in the United Nations Charter and, in accord with its principles, 
should be registered with the Security Council and approved by it. It is to 
such a scheme of security that we should now address ourselves in collabora- 
tion with the Middle Eastern States, so that the Anglo-Egyptian and Anglo- 
Iraqi Treaties, which have served us so well in this war, may be replaced by 
it. The defence of the Suez Canal as an international waterway would 
presumably be entrusted by the Security Council to sucha regional association ; 
but the question of international waterways is still largely shrouded in mist. 
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As to the method of the scheme, it must take the national pride of its 
members into full account. Foreign garrisons can never be acceptable to 
sensitive peoples, particularly in the neighbourhood of large cities; and in 
these days of rapid airborne movement there is no need for them, What 
will be important is the location and equipment of adequate air-fields and 
bases, and the maintenance of such local forces as will best complement and 
collaborate with those of the guaranteeing outside Power, the latter being 
held at suitable strategic points, very possibly at some distance from the 
areas over whose security they are to watch. The efficiency of the scheme 
should be tested and assured by joint exercises at regular intervals, in which 
the emulation of local and overseas forces would play a valuable part. The 
development of airborne forces and of air defence has transformed the 
conditions of military co-operation between ourselves and the Arab States, 
and we should make the most of the new technique. 

Some system of military security is indispensable, and it is one of the 
most practical features of the United Nations Charter that it makes provision 
for the establishment of local schemes for security, approved by the central 
organization or its Chiefs of Staff, in different regions of the earth. Clearly, 
too, weak nations—and more particularly those which are very lightly 
industrialized, like the Middle Eastern ones—will need the assured support 
of a great Power to secure them against atomic bombs and much else. For 
until international control becomes trustworthy, the only security against 
the use of the most awful modern implements of war will be the fear of im- 
mediate reprisal in kind, as has proved the case with poison gas. One 
atomic bomb, for instance, could devastate directly and indirectly the whole 
valley of the Nile below the point where it was dropped, so that Egypt must 
have a powerful ally capable of shielding her from that awful danger by the 
only practical means at present available—possession of the counterblast. 
Till international control is genuinely established (and that may not be soon), 
there can be no other security for the smaller States. 


ECONOMIC STRESSES 


In truth, however, indispensable as military security undoubtedly is, econo- 
mic dislocation presents a greater menace to the peace and independence of 
the Middle Eastern peoples than the possibility of aggression by armed force. 
They are all by nature economically primitive and mainly agricultural com- 
munities, and their societies are marked by a deep, though varying, chasm 
between poverty and wealth. Into these elementary societies we have been 
compelled by the sheer necessities of war to introduce a great number of 
industries, restrictions, expansions and controls which have had profound 
effects. They have, for instance, greatly enriched a few, while forcing upon 
the poorer classes not in our employment an even harder lot. They have, 
on the one hand, enabled many hundreds of thousands to earn good wages 
in war-time industry; but on the other they threaten wide unemployment 
and hardship as the war-time activities are demobilized. We have, moreover, 
piled up great sterling balances in the Middle East, as elsewhere, so that 
practically the whole region must be limited in its purchase of goods, only 
D 
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to be had with dollars, of which, from textiles to household needs of a 
thousand kinds, it is extremely short. 

No one questions that the Middle East Supply Centre, which we set up 
in Cairo during the war, has performed its extremely complex and onerous 
duties with general acceptance throughout the Middle East. No one now, 
moreover, denies that the problem of transition is regional and cannot be 
dealt with effectively except on regional lines. Meanwhile the Middle East 
Supply Centre has been wound up, the post of Minister Resident in the 
Middle East has been abolished, and the future of the Middle Eastern Office, 
or what remains of it, has not been announced. There is a general belief, 
however, that our new Foreign Secretary, Mr. Bevin, appreciates the need 
for an effective regional organization as well as the profound importance of 
giving assistance to balanced economic progress, helpful to all classes, in our 
dealings with the Middle East. Nowhere indeed is an effective regional system 
more indispensable to a sound and sympathetic pursuit of the Empire’s 
human réle than in the Arab States; but it is still to be seen whether the 
besetting bent towards centralization in Whitehall will allow of sufficient 
regional direction on the spot. 

The regional approach to Middle Eastern questions is imposed upon us 
in the political as well as the economic sphere by the nature of the Arab 
revival, now far advanced. The Arab League, now firmly established with 
an organized headquarters in Cairo, was the subject of some scepticism even 
amongst experts when its formation was first broached; and it is true that its 
unity has hitherto been in the main a reaction to the sense of external pressure 
and to fear of the pretensions of both France and the Jews. But these 
questions have so far dominated its activities because they are in fact test 
questions for Arab nationalism with its demand for unequivocal sovereignty 
in Arab lands; they have not created Arab unity upon that demand, but rather 
shown how strong and universal it is. The League is, moreover, seeking 
to broaden its activities and to play a practical part in the betterment of all 
spheres of Arab life. The Arab revival owes its present strength to the British 
Empire, and the Empire owes much to it. They have great interests and 
aims in common—security, social justice, and freedom for their ways of life. 
They can therefore look to a long future of fruitful co-operation provided we 
are swift to shed the military habit of mind which becomes a second nature 
in war and ready to render all the help young countries need without 
obtruding it. For real adaptability and flexibility to the conditions of the 
Middle East it will be necessary to decentralize as much as possible of 
our Middle Eastern business from Whitehall and to build up in a new form 
the Middle Eastern organization which has done so much in the war. This 
will be a decisive test of our capacity for dealing imaginatively with our 
external problems in the post-war world; for our opportunity is great— 


great as the danger which will beset us if the opportunity is mishandled or 
missed. 





THE PACIFIC ISLANDS IN THE PEACE 


AN AUSTRALIAN VIEW 


N approaching the post-war problems of the Pacific islands and, in 

particular, their disposal in the peace settlement, where so much is still 
obscure, it will be realistic to start from a consideration of the policies of the 
major Powers. The islands themselves are widely scattered, their peoples and 
cultures are varied, and their political and economic development so far has 
done little to unify the oceanic area of the Pacific. Only the needs of a vast 
trans-Pacific offensive have for the first time co-ordinated activity on the 
many islands under review, and this co-ordination has been specifically 
strategic. We have to consider how far considerations of strategy will con- 
tinue to apply, and where the requirements of policy for the development of 
the native peoples come into the picture. When this is done, the question of 
the form of disposal will be easier to answer. 

Before the Second World War the strategic pattern of power was not so 
complex as it appears now, with the vast extension of the range of naval and 
air operations. The wide spaces of the Pacific seemed likely to limit offensive 
action to “island hopping”. The American attack on Japan across the 
Pacific, however, has shown that fleets can now operate at distances and for 
periods of time at sea which render the older strategic calculations obsolete. 
Island bases there must still be, but operations are no longer limited to 
“island hopping”. Thus the Powers interested in the Pacific cannot be satis- 
fied with dividing the great ocean into spheres of naval control. Their 
strategic interests involve the whole, and not distinct areas, of the Pacific 
basin. The effect of this change is increased, not lessened, by the further 
military possibilities of rocket warfare and the atomic bomb. No vantage 
point, however distant, can be ignored. 

The best approach to the problem, then, will be to look at it from the angle 
of America on the east, the British position in Singapore on the west, and the 
British Dominions of Australia and New Zealand on the south; but before 
doing this it may be useful to describe briefly the position of the Pacific 
islands involved in the peace settlement. 

America’s naval strategy in the Pacific is based upon a north-south line 
of islands (the Aleutians in the north, Hawaii in the central Pacific, Samoa 
in the south) and an east-west line running from Hawaii via Wake Island and 
Guam to the Philippines. This Hawaii-Philippines line is open to threat 
from the Marianas, Marshalls and Carolines lying athwart it; the Japanese 
attack on Pearl Harbour proved this point. 

The British position at Singapore is covered by Sumatra and Borneo, which 
connect it with the Dutch East Indies and the arc of islands regarded as vital to 
the security of Australia and New Zealand. This arc has been defined in the 
Australian—New-Zealand Agreement (January 1944) as “‘the arch of islands 
north and north-east of Australia to Western Samoa and the Cook Islands”. 
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Beginning from the western end with the Dutch East Indies, Portuguese 
Timor and Dutch New Guinea, it includes the Australian territory of 
Papua; the islands of north-east New Guinea, the Bismarck Archipelago, the 
Admiralty Islands and the North Solomons, all held under mandate by 
Australia; the rest of the Solomons under British protectorate; the French 
colony of New Caledonia; and the New Hebrides jointly administered by 
Britain and France. These islands are in the immediate north and north-east 
of Australia. Out towards the central Pacific lie the Gilbert and Ellice 
Islands, British Crown Colonies; over to the east, covering New Zealand, are 
the British Crown Colony of Fiji and the British Protectorate of Tonga. In 
this area New Zealand holds Western Samoa under mandate and the Cook 
Islands are a dependency. In Samoa the Australian—New-Zealand defensive 
arc meets the north-south line of American islands: American naval juris- 
diction reaches down to Samoa through the Phoenix Islands, sharing the 
Canton and Enderbury Islands with Britain. 

With this picture of the Pacific islands in our minds, we may proceed to 
questions of post-war disposal. First, the Marianas, Marshalls and Carolines. 
No naval high command responsible for operations in Far Eastern waters 
based on Hawaii would readily acquiesce in giving up strategic islands of 
such importance to their lines of communication. Taking into account, there- 
fore, the realities of this strategic situation in the Central and West Pacific, 
we shall expect America to lay claim to these islands formerly held by Japan; 
and the American case is one that may be admitted under international 
agreement. 

There remains a constitutional question in the disposal of the Marshalls 
and Carolines, which Japan originally held under mandate. If America claims 
these islands as bases, under what system are they to be held? Fortification as 
bases is inconsistent with administration under mandate. 

It will be recalled that this question was publicly discussed before the San 
Francisco Conference, in connexion with the disposal of territories held under 
League of Nations mandate and hostile territories, and in reference to sugges- 
tions that all colonial territories should come under formal “‘trusteeship”’. 
America proposed two types of trusteeship, the first covering strategic bases, 
whether small islands or small areas in larger territories ; the second covering 
larger colonial areas. Strategic bases were to be assigned for administration 
to the countries which could prove them necessary for their defence, although 
they would remain nominally under the authority of the Security Council 
of the United Nations Organization. The second type of colonial terri- 
tory was to be administered by a single Power responsible to the Trustee- 
ship Commission under the General Assembly. Britain accepted this 
principle with a further distinction regarding strategic areas, viz. that the 
administering Power should report on armament to the Security Council 
and on matters of general welfare to the General Assembly through the 
Trusteeship Commission. Australia put forward the plan (as formulated 
in the Australian—New-Zealand Agreement, 1944) of a South Seas Commis- 
sion, which was to control bases as well as to secure a common policy on 
native welfare. 
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The United Nations Charter left the principle of “‘trusteeship” to voluntary 
agreement (Articles 75, 77). No provision was made for ending the League 
of Nations Mandate System, but only for the transfer of mandated territory 
to the Trusteeship System through individual agreements with mandatory 
powers. All matters relating to strategic areas are under the Security Council. 
The Trusteeship Council is available to help in matters of welfare, but need 
not be consulted if “prejudice to security considerations” is pleaded. In this 
way America could receive the former Japanese mandated islands from the 
Security Council and control them as bases in accordance with her strategic 
requirements. 

As regards the general effect of American claims in the Pacific on the rela- 
tions of the major Powers, the close co-ordination of the British and American 
navies in the offensive against Japan reflects a readiness on the part of Britain 
to recognize America’s claims. In any event, British naval power will be 
operating from Singapore again. Russian reactions are more difficult to pre- 
dict; but it should be remembered that the chief threat to Russia’s position in 
the Far East came from the Japanese occupation of Manchuria. The agree- 
ment with China, which covers the question of Manchuria, will improve 
Russia’s strategic position in the Far East; and this may affect her attitude 
towards Pacific problems. Much will depend, however, upon the spirit in 
which the discussions for international control of Japan are carried out. 

On the west the’ recovery of Malaya has restored Britain’s position in 
South-east Asia and British communications in the West Pacific. The plans 
for a new Malayan Union, with Singapore treated separately, indicate the 
future lines of British policy, combining political and social development 
with strategic measures. The main problems ahead of Britain concern rela- 
tions with Thailand and Indo-China to the north and the Dutch East Indies 
to the south, that is, in effect, the political stability of South-east Asia as a 
whole. This is too large a topic for digression in this paper; but two essential 
requirements for stability may be pointed out. 

First, in view of the previous economic development of these colonial 
territories in connexion with the world market, their future prosperity is 
bound up with an international economic settlement, in which the colonial 
Powers still have an important part to play on their behalf. Secondly, owing 
to the varied interests of racial, cultural and economic groups within the 
native populations, the claims of nationalist leaders must be carefully scru- 
tinized on behalf of the populations as a whole; but it seems that nationalist 
feeling among all groups has reached a point at which it cannot be ignored or 
suppressed. This is particularly true of the Dutch East Indies. The situation 
is one where the moral obligations of “trusteeship”, regarding political 
development as well as native welfare, have to be fulfilled in practical 
politics. 

The British position in South-east Asia and the American naval line in the 
Central and South Pacific secure the ends of the Australian—New-Zealand 
defensive arc of islands; and within the arc itself Australia and New Zealand 
will scarcely think in terms solely of independent action. The two Dominions 
are, and must continue to be, active partners in the British Commonwealth of 
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Nations. Their place in the Pacific calls for close relations with America. At 
the same time, the special position of Australia and New Zealand has led 
them to take the initiative in South-west and South Pacific regional affairs 
through the Australian—New-Zealand Agreement of January, 1944. What- 
ever may have been the immediate circumstances leading to this agreement, 
and whatever the reaction of other governments to it at the time, it may be 
taken as a basis for discussion of the attitude of the two Dominions to the 
disposal of the Pacific islands. 

The two Governments agreed “that, within the framework of a general 
system of world security, a regional zone of defence comprising the South- 
west and South Pacific areas shall be established and that this zone should be 
based on Australia and New Zealand, stretching through the arc of islands 
north and north-east of Australia to Western Samoa and the Cook Islands”. 
The details of this defensive arc of islands have been set out above. Australia 
and New Zealand did not envisage radical changes in sovereignty or control 
in this region—certainly not merely as a result of wartime use of any territory 
by another Power: “No change in the sovereignty or system of control of 
any of the islands in the Pacific should be effected except as a result of an 
agreement to which they (i.e. Australia and New Zealand) are parties or in 
the terms of which they have concurred.” 

Within the zone of defence, given good Anglo-American relations, the 
organization would be a matter for regional co-ordination between the 
Powers concerned. Australia may well think of Sydney, with the Captain 
Cook dock, as a major naval base, and gear her industrial development, 
especially in the iron and steel industries, to the requirements of regional 
defence in the South-west and South Pacific. But it has to be recognized that 
Australian resources are limited. Singapore still holds pride of place as 
Britain’s major base in the Western Pacific, and there is scope for develop- 
ments based on Borneo. Australia will need to co-operate in the West 
Pacific as a unit of the British Commonwealth. 

American moves to co-ordinate and consolidate naval strategy throughout 
the Central and South-west Pacific will raise the question of the use of base 
facilities at chosen points, both north and north-east of Australia, to secure 
communications and supplies. This will apply particularly to places such as 
Manus and Espiritu Santo, where the Americans have built great wartime 
bases. The attitude of the other Pacific Powers to such claims will depend 
upon their general relations with America within the United Nations Organiza- 
tion. Where home or dependent territory is involved, the grant of bases will 
be a matter of individual agreement with America. Where mandated terri- 
tory is involved, the considerations set out above in regard to the former 
Japanese mandated islands will apply. 

There is another aspect of policy to be taken into account in studying the 
post-war disposal of the Pacific islands. It is best stated in the terms of the 
Australian—New-Zealand Agreement which, in expressly applying the prin- 
ciples of the Atlantic Charter to the Pacific, declared that the doctrine of 
“‘trusteeship” (already applicable to mandated territories) should be extended 
to all colonial territories in the Pacific. 
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“The future of the various territories of the Pacific and the welfare of their 
inhabitants cannot be successfully promoted without a greater measure of collabora- 
tion between the numerous authorities concerned in their control, and (that) such 
collaboration is particularly desirable in regard to health services and communica- 
tions, matters of native education, anthropological investigation, assistance in 
native production and material development generally.” 


The suggestion at the time was for a South Seas Regional Commission to 
secure a common policy and carry out the necessary measures of organization 
in the area. Whatever may have happened since January 1944, the basis of 
Australian and New Zealand policy has remained the same and is in harmony 
with the aims of colonial administration as laid down in the United Nations 
Charter. Although the United Nations Conference did not accept a formal 
extension of the principle of “trusteeship” to all colonies, such an extension 
was accepted as morally binding on all colonial powers. The South-west and 
South Pacific area requires particular attention for co-ordinated development. 
United, the region will stand and prosper; divided, its peoples will decline 
and fall. 

In general, then, it seems likely that the Powers interested in the South- 
west and South Pacific area will be brought together if only because the 
character of the region repays co-operation, both for security and for local 
development. In the Dutch East Indies Indonesian nationalism will exercise 
an increasing influence; elsewhere policy will depend more upon the will of 
the colonial Powers themselves. But the disposal of the Pacific islands (beyond 
those previously held by Japan) will not require radical change of sovereignty 
so much as the co-ordination of colonial rule and native policy, either under 
the World Organization itself or through regional arrangements by the 
interested Powers in accordance with the United Nations Charter. Such 
co-ordination is particularly necessary for this disunited part of the world. 





AMERICA AND THE COMMONWEALTH 


THE ECONOMIC CASE FOR EMPIRE PREFERENCE 


ae NDER the Providence of God, after centuries of laborious cultivation, 

the sacrifice of much heroic blood and the expenditure of a vast 
amount of treasure, the British Empire, as it stands, has been got together, 
and the question . . . is: What is now to be done with it?” That question, 
put some eighty years ago by a Nova Scotian statesman, Joseph Howe, 
confronts us with even greater urgency to-day. We have just emerged 
victorious, but overstrained, from a conflict in which, for a year and more, 
the free co-operation of the nations of the British Empire alone saved the 
ptecious heritage of Western civilization. What are we doing, what can we 
do, to maintain the unity and security of that Empire, and to preserve, from 
internal disintegration or from external aggression, the greatest instrument 
of political and social progress the world has yet known? What are we doing, 
what can we do, to make use, for ourselves and for every other part of the 
Empire, and, indeed, for the world, of the opportunities which its immense 
resources offer to us? 

On that question we are all of us in the Commonwealth brought up against 
the necessity for a definite and immediate decision by the attitude of the 
United States. Implicitly by their interpretation of Article VII of the Lend- 
Lease Agreement of 1942 and now more explicitly in response to our own 
request, Lend-Lease having been cut off, for some consideration of the 
economic difficulties created by our whole-hearted sacrifice of everything to 
the common war effort, the American Government and American interests 
are demanding the abolition of Empire Preference or, at least, its reduction to 
a mere token figure. The demand is, in effect, a claim to the right to veto any 
policy of economic co-operation between the nations of the Commonwealth. 

To understand how so essentially irrelevant a demand should have been 
made as a condition of American help in the circumstances of our common 
struggle, it is necessary to realize the nature of the factors at work. For one 
thing it must be remembered that a large section of public opinion in 
America, including many of the best friends of this country, has tended to 
identify, in their own affairs, political isolationism and protectionism as 
inseparably associated parts of the same policy. Convinced of America’s 
duty to take a more responsible part in world affairs, bred themselves in an 
intensely individualistic atmosphere, with no conception of the profound 
change in world outlook on economic questions created by problems both 
of defence and of stability of employment, men like Mr. Cordell Hull have 
been disposed to believe that a return to the nineteenth-century economic 
ideal of Free Trade all round, or the nearest approach to it, would be the best 
contribution the world could make towards the prosperity of an “expan- 
sionist economy” and an atmosphere of peace and goodwill. 

In that respect this important element in American public opinion repre- 
sents a point of view that was dominant in England a hundred years ago. 
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To-day, as in the England of those days, that idealist outlook receives its 
practical backing from manufacturers, conscious of the immense scale and 
efficiency of their production, and less concerned with the home market, 
which they are confident of holding in any case, than with the economies 
of disposing of their surplus and with opportunities for dominating the 
markets of the world. The smaller and more broken up those markets, the 
better.from their point of view. Hence their insistence on the Most-Favoured- 
Nation Clause, which prevents all economic groupings, and their vehement 
objection to Imperial Preference as an obstacle to the American economic 
control of the British Empire. In the England of a century ago that exporting 
mentality was balanced by a recognition of a corresponding need for imports. 
There is little evidence in the America of to-day of any real willingness to 

admit competitive imports, or even to accept the equivalent of such imports 
in the shape of services. On the contrary, America is all out to capture the 
civil aviation and as much as possible of the shipping of the world, while her 
agricultural interests are all for guaranteed prices at home helped by export 
subsidies. 

Whatever the underlying motive the American demand is backed by 
arguments which are calculated to make a wider appeal and which, therefore, 
deserve a somewhat closer scrutiny than they have generally received. The 
favourite argument in this connexion is that the prosperity of the world 
depends on an expansionist economy, and that the obvious way to attain 
that is to remove the “barriers” and “restrictions” which hamper this expan- 
sion and which were responsible for the disastrous depression of 1930-31. 
That argument is based on a confusion between the expansion of inter- 
national trade, i.e. trade across political frontiers, with the expansion of total 
trade, or rather of total production, which is the real test of prosperity. The 
two things are far from_being identical. 

Moreover, the unregulated and unbalanced flow of international trade 
on Jaisser-faire principles may, like the unregulated flow of water, prove 
disastrous to all concerned. Deluge and drought, boom and slump, over- 
production side by side with under-consumption, are all the natural concomi- 
tants of leaving water or trade and investment to find their own level. Ina 
world of indiscriminate promiscuous free trade, based entirely on immediate 
price competition, nations with immense potentialities, human and material, 
may never have the opportunity of developing them; those with high stan- 
dards of living or heavy defence obligations may find their industries 
destroyed piecemeal. Not only the peoples most directly injured, but the 
whole world is the loser by such a state of affairs. 

As for the argument that the great inter-war depression was the result of 
trade barriers, restrictions and preferences, that is a legend based on a 
complete chronological inversion of the facts. The high tariffs, quotas and 
exchange restrictions, like the Ottawa agreements, were introduced after the 
depression and in fact averted its worst consequences. They no more caused 
it than the umbrellas in the street cause the rain. The world depression was 
as a matter of fact the direct result of the attempt after the last war to restore 
nineteenth-century conditions, more particularly the restoration of the gold 
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standard and the Most-Favoured-Nation Clause, thus linking the whole 
world together in a single monetary system broken up into national compart- 
ments precluded from mutual co-operation. 

The impact on this state of affairs of the immense dynamic power of the 
American system was disastrous. For some years America’s determination 
to export rather than to import was more than balanced by vast investments 
of American capital in Europe, by immense sums spent by Americans travel- 
ling, and by large remittances from America by European emigrants—all 
this only to a very small extent offset by debt payments to America. The 
great American speculative slump meant a sudden cessation both of American 
investment and of American travel and remittances. Nothing consequently 
remained to prevent the drain of gold to America in order to balance the 
exchanges. The basis of currency was everywhere contracted with disastrous 
effects on producers, while the Most-Favoured-Nation Clause prevented 
groups of nations (outside the British Empire) from co-operating in order to 
keep their gold circulating among themselves and to preserve their own 
balance of trade. The policy advocated by the United States to-day would, 
if accepted by the world, undoubtedly lead once more to a similar disaster. 
For it would mean once more that, owing to the immense preponderance 
of the American economy, the fluctuations of that uncontrolled economy 
would not be confined to the United States but, as in 1931, bring about a 
world crisis. 


LEssONS OF HIsToRY 


WHEN it comes to expansion in the more correct sense of the word, that is to 
say the creative expansion of total production, we have before us one most 
recent spectacular example. The Soviet leaders set out with two great 
assets, vast undeveloped natural resources and a vast population, naturally 
intelligent but uneducated—uneducated not only in the literary sense, but 
in all industrial skill and experience. In order to force the simultaneous 
development of both these assets, they confined their foreign trade strictly 
to the import of such industrial plant as they could not possibly yet make for 
themselves and of a certain number of technicians, and to the export of 
whatever was necessary to secure these essentials. The method was drastic 
and involved much incidental suffering and the postponement of any im- 
mediate improvement in the standard of living to securing the foundations of 
economic and military strength. But who will say that it has failed of its 
purpose, or that the industrial power displayed in producing guns may not 
eventually be directed to producing “butter” ? 

Even more remarkable in some ways has been the expansion in the last 
sixty years of the United States. Here, under a capitalist system, policy 
concentrated on the import of capital (in fact of capital goods) and of human 
labour and enterprise, and on the discouragement by high tariffs af the 
import of finished consumers’ commodities. In this instance the desired end 
was attained throughout on a high standard of living, and the total economic 
energy of the 140 million Americans is many times as great as that of 180 
million Russians. The expansion of Germany after 1880 was the result of a 
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similar national policy. At any given moment the policy of each of these three 
countries may have interfered with some profitable trade with the outside 
world, and with the immediate convenience of some consumers. But will 
anyone suggest that the world as a whole was not enriched by the immense 
stimulus which deliberate policy in each case gave to enterprise, technical 
skill and total wealth, or that the same result could have been achieved by a 
policy of economic /aisser-faire ? 

It is in the light of these examples of expansion resulting from the con- 
centration of national purpose on the material and human resources of a wide 
area—a concentration only made possible by some measure of insulation from 
the disorganizing effects of purely competitive price competition—that we 
are entitled to judge the case for Imperial Preference and appreciate the 
seriousness of the demand made on us for its abandonment. In doing so. we 
cannot afford, whether on purely economic or on psychological grounds, to 
ignore the past history of the question. 

The conception of the Empire as a society for mutual help and develop- 
ment, a “Commonwealth for Increase”’, as Sir J. Harrington described it in 
his Oceana, is no new one. Summed up in the historic watchwords, “Ships, 
Colonies and Commerce”, it was for over two centuries the mainspring of 
our national policy. That policy was based, as was inevitable at the time, 
on direct control of colonial trade by Great Britain, a control exercised 
primarily in the interest of the mother country, but also no less consciously . 
in the interest of the colonies themselves. Whatever incidental defects the 
old mercantile system may have had in narrowness and rigidity of interpreta- 
tion, there can be no doubt of its success. Under it Britain became the 
prosperous great power that held its own for a generation against revolu- 
tionary and Napoleonic France. Yet the development of the American 
Colonies themselves was even more amazing. When one considers the means 
of transportation of those days, and then reflects that the population of the 
Colonies grew in a little over a century to nearly three millions, one realizes 
what a powerful engine for the creation of prosperity and population our 
old imperial economic policy proved itself. 

The old colonial economic policy was not abandoned after the American 
Secession, but was, at the beginning of the nineteenth century, gradually 
modified into a policy of mutual preference. In 1823 that great advocate of 
sane free trade, Huskisson, opened the colonial trade to foreign countries, 
subject to the imposition of moderate duties, ranging from 7 per cent to 
15 per cent, from which British goods were exempt. As against these, the 
colonies enjoyed substantial preferences on their products, such as timber, 
wheat, sugar and wine. Under that policy Britain’s new colonial empire 
began to make rapid strides. In spite of its much later start, Canada, up to 
1845, was fully holding its own in comparison with the United States, and 
in the period 1815-40 actually attracted 532,000 British immigrants as com- 
pared with 458,000 who went to the United States. It is interesting to speculate 
what might have been the progress of the Empire under Huskisson’s 
policy of practically free trade within the Empire, and moderate duties against 
the outside world, if it had only been given a few more years trial, and so 
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had received the credit, which so undeservedly went to Cobden, for the great 
expansion which followed the Californian and Australian gold discoveries. 
As it was, the abandonment of Imperial Preference by this country after 1845 
gave a sudden and disastrous setback to the promising development of the 
Colonies, while it meant an immense concentration of British creative energy 
upon building up the United States. In all some ten millions of our people 
and thousands of millions of our capital went to build up, not the Empire, 
but the Republic, and by their very going enabled the United States to 
absorb tens of millions more of immigrants of European nationalities. 

Gradually the various scattered members of the British Empire recovered 
from the blow inflicted upon them. Throughout these difficult years opinion 
in the Colonies steadily adhered to the belief that sooner or later Britain 
could come back to a policy of Empire economic expansion. The colonial 
point of view was emphasized at one Colonial Conference after another, and 
was indeed so strongly pressed on the British Government in 1897 as to lead 
to that denunciation of the Belgian and German treaties which freed us from 
the foreign stranglehold against any policy of mutual development. It is 
this same stranglehold that the United States are now seeking to reimpose 
as the condition of any assistance to us in connexion with the termination of 
Lend-Lease. 

This obstacle removed, the Dominions at any rate were free to pursue the 
policy which they believed to be in their own interest as well as ours. Their 
view was justified by the result. Under the Canadian preference instituted 
in 1898 the United Kingdom exports to Canada, which had been falling 
steadily, increased from £5,172,000 to £23,795,000 by 1913, an increase of 
some 350 per cent, while imports into this country from Canada increased 
from £19,218,000 to £30,480,000 in 1913, an increase of over 50 per cent. 
Not long afterwards Australia, New Zealand and South Africa also initiated 
unilateral preferences with a consequence of an increase by 1913 of our 
exports to them of approximately 50 per cent, while our imports from them 
increased from £45,920,000 to £70,640,000 between 1905 and 1913, again 
an increase of over 50 per cent. After the last war, following up a resolution 
of the Imperial War Conference of 1917, Dominion preferences to British 
imports were further increased. The proportion of our exports which went 
to British countries increased from 37-18 per cent in 1913 to 41°95 per cent 
in 1928 to the same countries and to 45+3 per cent to the whole post-war 
Empire. 

Meanwhile the first response on the part of the United Kingdom was made 
in the budget of 1919 under which a preference of a sixth of the duty was 
given on existing highly dutiable imports, such as tea, coffee, cocoa, sugar, 
dried fruits and tobacco, and a third of the duty on the McKenna duties. 
The effect of all these preferences was considerable. Most striking, indeed, 
was the effect of the 11 per cent. preference given to the Canadian motor-car 
industry, which became the centre of supply for American-type cars for the 
British and other Empire markets as well as for her own market. With the 
help of American capital poured into Canada the industry rapidly expanded. 
The immense contribution which that expansion has since enabled Canada 
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to make in the war effort should serve as a reminder that Imperial Preference 
is a policy not merely of mutual economic benefit but of defence and security. 
It also indicates that the most effective way of securing American capital for 
our own post-war reconstruction will be to create the conditions of British 
and Empire expansion behind adequate local tariffs supported by adequate 
Empire Preferences. 


THE OrrawaA AGREEMENTS 


THE main obstacle, however, to any extension of preference on the part of 
this country was that it involved the imposition of new duties and conse- 
quently a departure from the traditional Free Trade policy of the country. 
That objection disappeared when the great world depression of 1931 forced 
this country to adopt a protective tariff. At the Ottawa Conference of 1932 
the principle of mutual preference was embodied in a series of agreements. 
While these agreements were of a tentative character and the preferential 
margins established very moderate in their range, it was generally understood 
that a generation of controversy had been closed and that what Lord Baldwin 
called “‘the first step” had been taken in a policy destined to be progressively 
developed and made increasingly effective. As a matter of fact these expecta- 
tions of further advance were not fulfilled in the next seven years. There was 
even some going back on the Ottawa agreements in subsequent trade agree- 
ments with foreign countries, more particularly with Argentina and the 
United States. 

Nevertheless, there can be no doubt as to the positive effects of the Ottawa 
treaties. The years that followed were years of general recovery and our 
trade expanded in every direction, foreign as well as imperial. The important 
fact is the marked rise in the proportion of Empire trade to total trade. Be- 
tween 1932 and 1937 our exports to foreign countries rose from £200 million 
to £269 million, an increase of 35 per cent. Our exports to British countries, 
on the other hand, rose from £166 million to £252 million, an increase of 52 
per cent, bringing our exports to the Empire up to 48-3 per cent of our total 
export trade, and to more than 50 per cent of our export of manufactures. 
The change was even more marked in our imports, very naturally, since our 
exports had already long enjoyed substantial preference in the Dominions. 
Between 1932 and 1937 our imports from foreign countries rose from £454 
million to £624 million, an increase of 37 per cent. Our imports from British 
countries—almost all complementary and not competitive imports—trose from 
£248 million to £405 million, an increase of 64 per cent, bringing Empire 
imports up from 35-3 per cent to 39°4 per cent of our total imports. 

Gross export and import figures are, however, of far less importance than 
the character of these figures as bearing upon our total volume of production. 
For that purpose the really significant figures are those of our imports of 
raw materials. Between 1931 and 1937 our imports of food, drink and 
tobacco increased from £416 million to £432 million, that is by £16 million. 
Our imports of manufactures rose from £261 million to £275 million, that is 
by £14 million. On the other hand, our imports of raw materials rose from 
£173 million to £315 million, an increase of {£142 million, or 82 per cent. 
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Of this increase over £65 million came from British countries. There could 
be no more convincing proof of the expansionist effect of our domestic tariff 
and of the Ottawa agreements taken in conjunction. The Ottawa agreements 
were, however, not confined to bilateral agreements between this country 
and the several Dominions and India. They included a considerable develop- 
ment of inter-Imperial preference between the Dominions and India (now 
for the first time included in the preferential system) and between these and 
various parts of the Colonial Empire. Between 1932 and 1937 the total trade 
between British countries other than the United Kingdom increased from 
£70 million to £157 million, an increase of 124 per cent. 

Nor is it the case that the Ottawa policy, even if it benefited the British 
Empire, did so at the expense of the rest of the world. That leaves out of 
account the fact that, if it had not been for the safety-valve of expanding 
mutual trade opened up by Ottawa and facilitated by the sterling system, we 
and every other Empire country would have been driven to much more 
drastic measures to protect our several economic lives, with much greater 
consequential interference with international trade. As it was, the trade of this 
country and of the whole Empire with the outside world increased sub- 
stantially after Ottawa, as the above figures show, though not in the same 
degree as our Empire trade. 

The above facts clearly indicate what an important contribution the 
development of Empire Preference both before and after 1932 made to the 
economy of the whole Commonwealth and to its ability to meet the strain of 
the world war. Nothing, indeed, is more remarkable than the unprecedented 
contribution, not only in men, but in money and the materials of war which 
the Dominions contributed on this last occasion. To quote but a single 
instance, Canada in this war made a free gift to the common cause in muni- 
tions and other essential supplies of more than twice the whole cost of the 
South African War. It is at least fair to presume that a continuance of that 
policy would lead to further expansion of the resources of the whole Empire. 

On the other hand, what would be the result of the abandonment of 
Empire Preference? This has hardly been seriously envisaged yet, but its 
realization has already come as a serious shock in many quarters. Mr. 
Chifley, the Prime Minister of Australia, has already indicated the grave 
alarm which Australia feels at the possibility of losing the advantages of a 
system on which her whole dairy, sugar, dried and fresh fruits and wine 
industries have been built up. What applies to Australia applies no less to 
New Zealand and to South Africa. The interest of Canada in this matter 
extends, not only to agricultural produce, but to manufactures, as for in- 
stance in the case of the motor-car industry which has already been quoted. 
The whole development of European settlement in Southern Rhodesia 
depends in very large measure upon the assurance of future preference for 
tobacco. In Nyasaland, on the other hand, that same preference is essential 
in order to find employment for native agriculturalists in their own 
country instead of having to seek it in the mines outside. The dependence 
of the West Indies on sugar, of West Africa on cocoa, of East Africa 
on coffee, and of Ceylon, and to some extent India, on tea, are also only 
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instances of the very serious dislocation, amounting in many cases to the 
actual wiping out of promising industries, which would be involved by the 
abandonment or drastic reduction of preference. In almost all these products 
the United States is the main competitor and that on a scale of production 
so large that free entry into the American market would afford little benefit 
to Empire producers. It is significant that at the recent meeting of the Asso- 
ciated Chambers of Commerce of the Empire in London there was complete 
unanimity on the vital importance of the retention of Imperial Preference. 

What, on the other hand, of our own position in this country? Is there 
any possibility, on nineteenth-century /aisser-faire lines, of our being able to 
find customers willing to take the immense total of exports which we must 
have in order to live? Nothing can be more hopelessly out of date than to 
imagine that the chief obstacle to our export trade lies merely in the tariffs 
of individual countries, and that an all-round reduction of tariffs in the world 
would be our salvation. That view, based on the memory of our competitive 
power in the past, ignores the fact that our production, saddled as it is not 
only with high wage standards but with the enormous taxation overheads of 
social security and of our defence needs, will have to meet the equally well- 
equipped factories of cheap labour countries, and the cheap surplus of 
America’s immense mass production, not to speak of possible future dump- 
ing by a totalitarian country like Russia. It also ignores the fact that such a 
policy means abandoning any effective control of our own home market. 
We might thus continue to secure a certain limited export trade in virtue of 
the quality of our products, but we are never likely—at any rate once the 
immediate post-war boom is over—to secure a sufficient total bulk of 
exports to meet our needs. 

There is no warrant for the belief that in future unregulated imports will 
somehow automatically create exports, or, indeed, that a general expansion 
of international trade, or a general lowering of tariffs, will necessarily help 
this country. It will make all the difference what we buy; whom we buy 
from and whom we sell to; in what currency we transact our operations. 
Not go-as-you-please promiscuity, but careful selection, a well-thought-out 
order of priorities, must govern both our import and our export policy in 
peace as it has governed them in war. 


THE Most-FAvouRED-NATION CLAUSE 
In order to pull through our first duty will be to exercise a strict economy 
over the expenditure of the credits which we can earn by our exports. To 
ensure that these are not wasted on the purchase of unessentials, but used to 
provide the imports which are essential for our existence, we must exercise a 
selective control over our imports. To control the character of our imports 
will, however, not be enough. It will be no less important to exercise selection 
as to their source. It will obviously be one of the Government's first duties 
to conclude trade treaties to help our exporters. In negotiating these, the 
one outstanding bargaining factor we shall possess is our unique consumers’ 
market. Favoured access to that market should only be given to those who 
give us equivalent help in return. To call that discrimination is a misuse of 
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terms. In regard to our trade with foreign nations we have not in the past been 
free to conclude such treaties for fair reciprocity of benefits. The Most- 
Favoured-Nation Clause, that is the obligation automatically to extend to the 
rest of the world any tariff reduction given as the result of negotiation, has 
stood in the way. In the years between the wars more than one hopeful 
attempt on the part of certain European nations at a general mutual reduction 
of tariffs was vetoed in the name of this clause. It is essential that we should 
insist on its abandonment, or at any rate its drastic modification, in inter- 
national trade as a whole. 

Happily, as has been pointed out, the Most-Favoured-Nation Clause is 
not applicable to inter-Imperial trade. 

It may be said, no doubt, that we are in fact pledged by the terms of Article 
VII of the Lend-Lease agreement of 1942 to abandon Preference and to 
adhere closely to the Most-Favoured-Nation Clause. The effective words in 
that connexion are our undertaking to come to agreement with the United 
States, open to participation by all other countries of like mind, directed to 
the expansion of production, employment and exchange . . . “to the elimina- 
tion of all forms of discriminatory treatment in international commerce and 
to the reduction of tariffs and other trade barriers; and, in general, to the 
attainment of all the economic objectives set forth in the joint declaration 
made on August 12, 1941”, é.e. the so-called Atlantic Charter. 

In so far as the last sentence covers the whole it is worth keeping in mind 
that the 4th Article of the Charter with its reference to “due respect for 
existing obligations” has been explicitly declared by Mr. Churchill to have 
been inserted in order to protect Imperial Preference. In any case it does not 
appear that in framing Article VII of the Lend-Lease agreement any clear 
understanding was arrived at as to what is meant either by “international 
commerce” or by “discriminatory treatment”. There is no doubt that, ever 
since 1898, this country has in all its commercial treaties made it quite clear 
that it has not regarded inter-Empire trade as international trade and subject 
as such to the obligations of the Most-Favoured-Nation Clause. Again, it is 
at least open to question that non-discriminatory treatment must imply the 
maintenance of the Most-Favoured-Nation Clause on the present American 
interpretation, which as a matter of fact has only been favoured by the United 
States since 1922. If trade is to be regarded, from the nineteenth-century 
point of view, as purely an individual concern, then no doubt non-discrimina- 
tory treatment means treating all individuals equally, whatever the framework 
of national economic forces in which they are operating. On the other hand, 
if trade is a matter of national concern, whether from the point of view of 
social or defensive security, then non-discrimination clearly must mean equal 
or comparable treatment in return for equal or comparable treatment as be- 
tween nations. To say that country A inust take the exported unemployment 
of country B, which refuses to admit A’s goods, on the same terms as the 
goods of country C which offers a vital market for A’s exports, is surely 
an absurdity. Even more does it become absurd to apply that argument 
against countries which are part of a common political system and pledged, 
in fact if not in theory, to each other’s defence. There is the further absurdity 
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in the whole American contention that it is admitted that if Preference is 
extended to 100 per cent in the shape of complete customs union there can 
be no objection under the terms of the Most-Favoured-Nation Clause. More 
than that, the United States have, in their most recent trade treaty with the 
Argentine, accepted the right of that country to negotiate preferential 
arrangements with other South American countries on the slender fiction 
that a South American Customs Union is ultimately contemplated. 

The fact is that in the modern world the Most-Favoured-Nation Clause 
has become a complete anachronism and stands in the way of any genuine 
expansion of international trade based on mutual interest and real expansion. 
There can be no real recovery in Europe if the countries of that continent 
are not allowed to co-operate mutually for the restoration of their ruined 
economy. In defending its own hitherto recognized right to maintain a 
system of mutual economic co-operation corresponding to its political 
organization, the British Commonwealth would be defending not only its 
own interest but the natural healthy evolution of world economics. 

There is the last argument that we cannot help ourselves and that both this 
country and other parts of the British Commonwealth are in such dire need 
of dollars in order to secure either, in our case, foodstuffs and raw materials, 
or, in the case of India and the Dominions, capital goods, that we must 
accept America’s terms, however disastrous their ultimate implications. 
That surely would be a counsel of despair, and of premature despair. It 
may well be that a determined effort to secure the maximum of the require- 
ments of all of us from each other, supplemented by the resources of the 
sterling area outside the British Empire, might produce supplies even now 
in much greater volume than is generally realized, and give a stimulus to 
British production, the results of which might mature very rapidly. It is 
worth remembering that similar fears expressed in 1931 about the danger 
of going off the gold standard were completely falsified. To everybody’s 
surprise it emerged that the resources of the sterling area were sufficient to 
dominate the price level. It may well be, if we have to fall back on those 
resources, supplemented by such minimum accommodation as we may 
secure in America on purely business terms and with no strings tied to it, 
that we may all of us make a far more rapid recovery than has hitherto been 
foreseen. 

The case for the maintenance and indeed further development of Empire 
Preference has been set forth in these pages entirely from the economic point 
of view. But it is at bottom much more than that. The question is whether 
the units of a nation group which saved the world by standing together 
in arms are to be forbidden to work together in peace in a world in which 
defence, social welfare and trade have become indissolubly interconnected. 
The question to-day is, in fact, whether the British Empire and Commonwealth 
is, in any true sense of the word, to be allowed to continue and make its 
contribution, as an equal among equals, with the great power groups now 
emerging. What in the past has been mainly a question of economic interest 
for those concerned has become the articulus stantis aut cadentis imperii. 


E 





THE GREAT ILLUSION 


THE MILITARY FAILURE OF MILITARISM 


“The aims and purposes of the conspirators were not fixed or static but evolved and 
expanded as they acquired progressively greater power and became able to make more effective 
application of threats of force . . . opportunistic methods . . . such as fraud, deceit, threats, 
intimidation, fifth column activities and propaganda.” (Extract from the Indictment 
against Major War Criminals.) 


HIS quotation is put at the head of this article for two reasons. It 

shows indeed that the conspiracy of Hitler’s Germany was a conspiracy 
and not just a drift intoaggression. It details the methods of the conspirators. 
But by implication it also reveals the state of mind of their victims. Intimida- 
tion is not effective unless the victims are liable to be intimidated. Fraud does 
not succeed if there is enough intelligence in its intended victim to refuse to 
be defrauded. The conspiracy went a very long way towards success and 
came within an ace of succeeding altogether. It owed its period of triumph 
to a great illusion, which was finally revealed to be such by its collapse. This 
illusion was the invincibility or at least immense relative superiority of the 
Germans as soldiers. 

A great military reputation is not, of course, founded upon nothing. As 
long ago as the first century A.D. Tacitus described the valour of the German 
tribes in terms curiously akin to the descriptions of the “furia francese” of 
the Middle Ages. More recently still any potentate who desired good mer- 
cenaties went to Germany to hire them, though soldierly pre-eminence was 
not generally attributed to the Germans as such before the wars of Frederick 
the Great—and then only to the Prussians. Before that time the palm of 
military virtue, since the decline of the Roman legion (which ceased to be 
Roman or even mainly Italian towards the beginning of the Christian era), 
was borne in turn by the Goths (whether as Roman auxiliaries or as enemies), 
the Huns (from whom the Prussians are in fact partly descended) ; the Normans 
(Scandinavians like the Goths but not Germans); the Saracens; the Spaniards 
(up to Rocroi); the Swedes (up to Poltava); and the French. Moreover, there 
was something bogus even about the Prussian army of Frederick the Great; 
and it may well have owed at least as much to the Hitlerian unmorality of its 
creator as to its own innate virtues. At least it collapsed ignominiously in the 
next generation at Valmy, Jena, and Auerstadt. Perhaps, however, it would 
be right to detect the existence of potentially good military raw material 
among the Germans right through their history. The testimony of Tacitus 
has already been mentioned. Then the Franks, ultimate creators of the Latin 
chivalry, were originally a German tribe; and it will be observed that many 
French military terms are Teutonic, not Latin. Again, if we contrast the 
campaigns of Gonsalvo de Cordoba (which were practically bloodless) with 
those of the Thirty Years’ War (which was essentially a German civil war) 
it will be seen that the Germans of the seventeenth century showed a quite 
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astounding degree of pertinacity and of ferocity in battle. Indeed, the only 
real parallel to the war which destroyed three-quarters of the population of 
Germany is the campaigns of Lopez, the dictator of Paraguay, which de- 
stroyed six-sevenths of the people of that Republic and left alive only one male 
for every 28 females. 

But ferocity and high casualties are not necessarily a proof of military 
genius, and what we are discussing is not whether the Germans possess 
unusual military courage but whether they possess unusual military skill. 
Marshal Ney (whose natural language was German) was the “bravest of the 
brave” among the Napoleonic constellation, but as a strategist he was the 
lowest of the low— infinitely inferior to Davout or Berthier the Frenchmen, 
to the Scotchman Macdonald, and, of course, to the great Corsican himself. 
It is the theme of this article that the Germans can be shown to have possessed 
less than normal military skill and not even abnormal military courage. 

The indictment of the major war criminals alleges a consistent and con- 
tinuous conspiracy among the Nazi hierarchy during the six and three-quarter 
years (January 1933 to September 1939) to prepare for war. Some of the 
Generals have asserted that they were opposed to this conspiracy. They can 
in fact tell that to the marines. The conflict, so far as there was one, was 
about who should control the war machine, not about whether a war machine 
should be created. To most of the German General Staff, Hitler, as one of 
them declared, was the answer to a soldier’s prayer. He stinted nothing. In 
fact, as even Stresemann’s correspondence shows, war preparations started 
long before the advent of the Nazis. It is, however, enough for the purposes 
of this argument to establish the fact that for nearly seven years an auto- 
cratic Government, supported by an ample and experienced military hier- 
archy, and able to count on the work of some eighty million industrious 
people, set out to forge an irresistible military instrument. They could count 
upon apathy, ignorance or funk upon a very large scale among all or most of 
their intended victims. In spite of these immense advantages, they failed. 
The prima facie deduction is that they were not really very competent. 

It will, of course, be said that the odds against them became very great. 
For example, most German generals in the course of interrogation have com- 
plained bitterly about two things—the first being the Allied air supremacy, - 
and the second being that the Russians were so humerous that, however 
many were killed, there were always more to come. But that is no answer to 
the charge of incompetence. If the Germans had known their job, they would 
have finished it before Allied air supremacy could develop, and they would 
never have had a war on two fronts simultaneously. Asked why this country 
was not invaded in the autumn of 1940, one general explained that the 
Germans did not like to risk what the British Navy could do. A thousand 
years of fine naval tradition certainly paid us a good dividend—for what the 
Navy could in fact have done was demonstrated off Crete next spring. Even 
assuming that the metropolitan R.A.F. could have given some air cover in 
the Channel as it could not do in Crete, there can be little doubt that a resolute 
attack would have effected a landing, that a landing could have been met only 
by a most devoted but wholly inadequate defence, and that by an expenditure 
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of a few hundred thousand men at the outside the war in the west could have 
been won. Even supposing that things had gone wrong and that, for example, 
supplies for the invaders could not have been maintained (though they would 
not have needed to be elaborate), no adequate reason has ever been given why 
a competent military machine should not have risked it. The writer re- 
members asking a French general why he in the darkest days never despaired. 
He replied, “Je me suis dit ‘I’ Angleterre gagnera parcequ’elle est I’ Angleterre.” 
But such (to us) flattering imponderables did not affect and ought not to 
have affected the plans of the German General Staff. As for Russia, is it 
generally realized that the Germans actually succeeded in creating a strategic 
situation such as Hitler in Mein Kampf adduced as the greatest proof of the 
contemptible folly of the German war direction in 1914-18? To attack on 
the Eastern front in June 1941 on the assumption that the Western front was 
and would remain phoney long enough was exactly the same mistake (sub- 
stituting Eastern for Western front) as Ludendorff made in March 1918. In 
both cases the essence of the error was the assumption that occupied countries 
or quiet fronts however cowed and quiescent do not require enormous forces 
to make sure that they are safe. The 1941 error was probably the more flagrant 
because it has yet to be shown that the Russians, if they had not been attacked, 
would of their own volition have entered the war. 

The German generals are now frankly admitting that the overall politico- 
military strategy of the war was contemptible; but of course they put all the 
blame on Hitler from the cardinal error of attacking Russia to the final futility 
of Rundstedt’s offensive in the Ardennes in December 1944. Without doubt 
Hitler’s position both in law and in fact was exceptional. He was not a mere 
figure-head like the Kaiser. But surely competent soldiers are more than 
*‘yes-men”. Some German generals undoubtedly were. For example, Von 
Fritsch right at the beginning seems to have opposed the conspiracy to make 
war or at least to make it when it was made, and was murdered after the 
fashion of Uriah the Hittite. Quite a few were sacked, though more often for 
failure than for unpalatable advice. Some were actually parties to the plot to 
suppress Hitler in July 1944—at the eleventh hour, be it noted. But on the 
whole the German General Staff (and it was 50,000 strong) showed a lack of 
strategic inspiration which even Hitler’s position does not excuse. One sen- 
tence in General Marshall’s final report to the American Secretary for War 
seems absolutely damning. He says “no General Staff objection was expressed 
when Hitler made the fatal decision to invade Soviet Russia”. The General 
Staff’s attempt to preserve their reputation for infallibility has not the same 
speciousness as after 1918. 

It will be noted, for example; that Keitel takes credit for the first offensive 
against Russia (July-November 1941) because in retrospect, though it did not 
take Moscow or Leningrad, it appears well designed and well conducted. 
General Marshall indeed implies that it failed only because of the unusually 
early onset of winter. As a matter of fact, even this campaign was not very 
creditable to the General Staff, who were caught quite unprepared for winter 
conditions. Still, it was more creditable than the Stalingrad—Caucasus offen- 
sive of 1942, which Keitel tries to make out was Hitler’s own special. There 
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is, however, no trace of any soldier’s having been sacked because he opposed 
an offensive with two ambitious objectives—the taking of Moscow from the 
rear and the seizure of the Caucasus oil. The truth seems to be that the 
generals could never quite make up their mind whether their duty as soldiers 
involved an obedience to Hitler which was not only blind but also (in 
anticipation of events) silent; and it is not wholly convincing when they 
are clear-sighted and loquacious after the event. 

Let us examine for a moment the next outstanding strategic blunder of the 
German military machine, which, in the writer’s opinion, was the heavy 
reinforcement of Tunisia, after Alamein and the Anglo-American landings in 
French North Africa had made the German position south of the Medi- 
terranean hopeless. The generals say that they could not get the Afrika 
Corps and the existing Tunisian garrison away and therefore the only thing 
to do was to reinforce. That is a very queer argument. In the first place, 
surely if men could be sent in, men could be taken out. In the second place, 
if something had to be lost anyway, why make it much instead of little? The 
cost was fifteen good Divisions instead of four or five. If the ten or eleven 
extra German Divisions had been stationed in Sicily or southern Italy, the 
“under belly of the Axis” would not have been “soft” at all. It is true that 
the Allies, even as it was, had a desperately difficult campaign in Italy—if not 
in Sicily; but we now know that their difficulties were not due to the genius 
of the German High Command. That Command was in fact completely 
deceived about the location of the landings in Sicily; and if it put up a stiff 
fight in Italy, so it ought to have done. For in the peninsula it always had 
a superiority of force on the ground—some 25 divisions against 17 when 
the final decisive battle opened—and its force was homogeneous whereas the 
Allied Armies comprised 17 different nationalities. Italy indeed seems to the 
writer an outstanding instance of the German strategic muddle which resulted 
in the absence of at least a third of their resources from the critical battles on 
the Rhine and the Vistula. 

Space forbids any elaborate analysis of German air strategy. But it is pretty 
evident that the Germans did not know how to use their Air Force. Apart 
from the superb performance of our fighter squadrons and A.A. batteries 
during the battle of Britain, the Germans lost that battle largely because they 
never concentrated upon one kind of objective for long enough. They 
switched from ports to airfields and from airfields to factories, and from 
factories to general terrorization without consistence or persistence. In fact, 
it is arguable that they knew how to use an Air Force in conjunction with an 
army, but not as an independent instrument. They had air tactics but no air 
strategy. Finally, of course, they turned the major part of their air effort 
away from the attempt to produce a competitive Air Force and in favour of 
the production of air gadgets. There is no denying the immense potentialities 
of the latter. If the V1 and V2 had been in mass production and use eighteen 
months earlier than they were, the result would have been very serious. If the 
Luftwaffe could have been equipped on any large scale with the new jet 
machines, the Germans might even have swung back the pendulum of air 
power—as they did once during the last war by equipment with Fokkers. 
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They were, we are now told, within an ace of discovering how to release 
atomic energy. It was a race against time, and the Germans lost. Admittedly 
there are many reasons why this is not wholly to their discredit. It is always 
a moot point in war how to divide effort between waging the war of this 
period and preparing for the war of the next. If you concentrate too much 
on what you have got already, you may not win before the enemy outstrips 
you and turns the tables. If you concentrate too much on turning the tables, 
you may lose before the tables are turned; and that is what happened to the 
Germans. Napoleon acknowledged the difficulty when he said, in effect, that 
the highest quality in a general was to-be lucky. What we are discussing, be 
it remembered, is whether the Germans are pre-eminent in the art of war or 
not; and in the matter of air warfare they fail to qualify not only by the test of 
air strategy but also by Napoleon’s test. 

We come now to the military qualities of the German soldier. Mr. Churchill 
said recently that when two forces were more or less equally matched, the 
quality of their leadership decided the issue. That is, of course, true. But 
many battles have been won by the soldierly qualities of the rank and file. 
Albuera and Inkerman are two that occur at once—and it is not so easy to 
recall any battle won by relatively poor troops. The soldierly qualities of the 
Germans have often excited the admiration of their enemies—and the late 
war was no exception. But either German leadership was even worse than 
has been contended in this article or the qualities of the rank and file were not 
generally so good as occasional experiences indicate. 

One interesting point, relevant to this question, arises fro... the private 
letters of German soldiers in the field. Some, like that published by General 
Auchinleck as a model of what a soldier’s sentiments ought to be, breathe a 
selfless patriotism and resolution. But very many display a mawkish senti- 
mentality and self-pity, which may, of course, be designed épater /es bourgeois, 
but are far more likely to be a reflection of some fundamental softness. The 
facts support this deduction. When the German soldier thinks he is beaten— 
and he is not exceptionally immune from this impression—he surrenders 
readily. The ratio of German prisoners (taken before the surrender) to 
German casualties has been in fact extremely high; or, if it is preferred to put 
it another way, the total of German battle casualties has been surprisingly 
low. Broadly speaking, the German Army was eviscerated by surrenders 
rather than by losses in the field. Its permanent casualties (killed or too 
severely sick or wounded to serve again) seem to have been under 6} million 
in rather less than six years of war as compared with 6} million in 1914-18. 
That is not a crippling rate of loss for a nation with an annual intake of about 
800,000. On the other hand, the Western Allies alone took about 1} million 
German prisoners before the closing stages. The figures for the Russian front 
are not known, but can hardly have been less and may have been much more. 
In short, the German Army fought well, but not exceptionally well, cer- 
tainly no better than the British, American or Russian armies. 

It may be said that after 1940 the German Army was not homogeneous. 
There were, of course, the Italians, the Rumanians, the Hungarians, the Finns, 
and quite a lot of non-German oddments such as the Spanish Blue Division. 
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These were, perhaps, an element of weakness in the Wehrmacht just as the 
satellite elements were a weakness in the Grande Armée. But the analogy is 
not very good. The dilution of the Wehrmacht was nothing like so extensive 
—only about a third of the 600,000 men that crossed the Niemen in 1812 were 
French. Moreover, many of the Wehrmach?’s foreign satellites were first-class 
troops—notably the Hungarians and the Finns. As for the Italians, Rommel 
never hesitated for a moment to leave them in the lurch when his Army was 
in difficulties, and it cannot truly be said that German troops were sacrificed 
to support them. Again it is true that in France the Allies found quite a few 
motley units in which unwilling non-German individuals had been incor- 
porated. But the real reason for the success of the invasion (apart from the 
quality and leadership of the Allied Armies) was oscillation and imperfection 
in the German High Command. General Marshall’s report shows the remark- 
able degree of confusion and indecision in the enemy’s plans. Added to the 
dislocation caused by Allied bombing and the operations of the F.F.I. this 
chaos of thought was decisive. 

Such are some of the facts which support the view that the Germans have 
no monopoly of military skill or courage. If that view be correct, one of the 
things that must never happen again is that the world should be bluffed, by 
the theory that they have such a monopoly, into failing to check aggression 
in time or to face it resolutely after it has erupted. No attempt has been made 
to deny that the Germans are good military technicians and more often than 
not brave soldiers. But they are not perfect technicians nor superhumanly 
brave soldiers. They are not either in the military or in the ethnological 
sense a “‘master race”. 





A 


THE SOULBURY REPORT ™ 


CONSTITUTIONAL CHANGE IN CEYLON 


HE White Paper*- containing the pronouncement of His Majesty’s 

Government on the changes proposed in the constitution of Ceylon 
was presented to the House of Commons on October 31st. With a very few 
modifications it endorses the recommendations made by the Commission, 
headed by Lord Soulbury, which visited the island early in the year to examine 
this question and to consult with various interests, including minority com- 
munities : these were published on October 9th. The reactions of the majority 
community, the Sinhalese, will be completely apparent when the State Coun- 
cil meets : its leading newspaper the Ceylon Daily News has warmly welcomed 
the proposals, and it seems likely that they will be accepted, with a few 
protests, by all the Sinhalese members except a small number of extremists. 
But among nearly all the minority communities there is keen disappointment, 
especially among the largest of them, the Tamils. A brief résumé of the 
political events of the past 15 years will help to explain the reasons for these 
differing reactions. 


THE DONOUGHMORE CONSTITUTION 


In the 11 years following 1920, three advances in the direction of self- 
government were made, the last and most considerable following the 
Report of a Reforms Commission led by Lord Donoughmore in 1928— 
according to the new report, the constitution which resulted “had little to 
commend it”. The two main points on which this Commission animad- 
verted were the exercise by the then Legislative Council, particularly 
its Finance Committee, of “power without responsibility”, and the state 
of the franchise, which was restricted to about four per cent of the 
population and partly communal. To meet these defects, the Order in 
Council of 1931 created a State Council of 58 members, of whom 50 were 
elected by universal adult suffrage in territorial constituencies, and 8 were 
nominated by the Governor; the latter have usually been filled by members 
of the smaller minority communities, including four Europeans. The Council, 
after electing its Speaker, divided itself into seven Executive Committees— 
Home Affairs; Agriculture; Labour, Industry and Commerce; Communica- 
tions and Works; Health; Education; and Local Administration. Each of 
these elected one of its number as chairman, and these chairmen, together 
with three officials known as “Officers of State”—the Chief Secretary, the 
Financial Secretary and the Legal Secretary—constituted the Board of 
Ministers, presided over by the Chief Secretary. These Officers of State sit 
in the State Council, but do not vote: they administer their own depart- 
ments. The new Council was given increased powers, but the Governor 


* Cmd. 6690 of 1945. 
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retained an overriding control, with the rights of reserving any Bill for the 
Royal assent, of certifying any measure rejected by the Council, and in cases 
of urgent necessity of legislating by his own ordinance. 

Almost at once the middle-class Ceylonese politicians began to attack the 
powers of the Governor and the existence of the Officers of State, who have 
till recently invariably been Europeans. However, they did settle down to 
a.genuine effort to work the Constitution. To estimate the measure of its 
success or failure is not easy, partly owing to the fact that war conditions 
have allowed only two general elections, those of 1931 and 1936. Since 1931 
many measures of social and other reform have been introduced, on the 
whole with success—the Soulbury Commission has an interesting chapter 
on. this subject. 

But the Constitution has developed some serious defects, as was shown 
by the late Governor, Sir Andrew Caldecott, in a dispatch to the Secretary 
of State in 1938, which contained suggestions for reform. The most impor- 
tant were the increase of communal feeling, the comparative failure of the 
Executive Committee system, undue political interference with appoint- 
ments to the public service and corruption within the State Council, in the 
public administration and at elections. 

The Donoughmore Commission, in recommending the abolition of com- 
munal electorates, and the substitution of territorial, hoped that communal 
feeling would gradually decrease; in fact the reverse has been the case. The 
minority communities—the Ceylon Tamils, the Indians, a small but influential 
number of whom are traders and'the rest Tamil labourers mostly on tea and 
rubber estates, the Muslims, the Burghers and the Europeans—have all 
manifested a fear of political domination by the Sinhalese majority, who 
to-day hold 40 out of 50 elective seats in the State Council, representing about 
4 out of 6 millions of the population. On a certain number of occasions 
voting in the Council, especially on constitutional issues, has gone on com- 
munal lines, with the result that the Sinhalese majority have shown that they 
can always get their way when they want it. This feeling was considerably 
exacerbated by some ingenious gerrymandering after the 1936 elections, 
by which the seven elected Ministers were all Sinhalese, and all but one 
Buddhists, whereas the former Board contained two members of the minority 
communities. Thus the Donoughmore remedy of “curing the communal 
canker” by ignoring it has been a sad failure. In the country generally 
communal feeling is not bitter in daily life, as in India, though it is apt to 
rear its head unpleasantly at election time. While it is perfectly true to say 
that in the State Council no Sinhalese b/oc exists, the members of which 
habitually vote together—indeed, in most cases voting is in accordance with 
members’ personal inclinations—the minority communities claim that such a 
bloc has been and can readily be called into existence, and that they are thereby 
placed in a position of permanent political inferiority. 

The Executive Committee system, while working well in certain respects, 
and especially in giving politically uneducated State Councillors some insight 
into the operation of the administrative machine, has led to much admini- 
strative delay, to a serious lack of co-ordination of policy, to competitive 
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spending between committees, to a considerable waste of time in irrelevant 
discussion, and, worst of all, to inordinate attention by the members to the 
question of appointments to the public service. An ill-advised regulation 
was introduced in 1931 to the effect that recommendations to fill vacancies 
in any department should be referred to the relevant Executive Committee 
before going to the Public Services Commission, a body consisting of the 
three Officers of State, in whose hands lay the final advice to the Governor 
on appointments. The results of this regulation have been a constant pester- 
ing of committee members by applicants and their relatives, widely credited 
accusations of corruption, and personal attacks in Council on the Officers 
of State when the Public Services Commission’s advice has not tallied with 
an Executive Committee’s recommendations. 

There has been one especially unfortunate repercussion connected with 
the exercise of the vote by Indian estate labourers. In 1931 the extension 
of the franchise in this direction was severely limited. When in 1939 the 
Government of Ceylon decided to dispense with the services of a number of 
daily-paid Indian labourers in its employ, bad feeling was caused; the whole 
question was then taken up between the Governments of India and Ceylon, 
but in spite of two conferences no agreement was reached. Hence in 1941 
two Bills, an Immigration Bill and a Bill for the Registration of Non- 
Ceylonese, were introduced into the State Council; they passed their second 
readings, but went no farther. If these measures were completed, they would 
leave considerable discretion in the hands of the Minister of Labour to 
regulate the admission into the island of any British subjects other than those 


who conform to the definition of “‘Ceylonese”. This has roused both anger 
and apprehension among the Indian and European communities. 


REFORM OF THE CONSTITUTION 


FOLLOWING on the suggestions for reform made by Sir Andrew Caldecott, 
a long-drawn-out debate took place in the State Council in 1939, which 
served to bring out the differences of opinion between the Sinhalese and the 
minority communities. Between 1941 and 1943 correspondence took place 
in which the Board of Ministers pressed the Secretary of State for early 
action; but the latter was unwilling, partly on account of the war, and partly 
because of the lack of unanimity shown. In 1942 the State Council passed a 
resolution demanding a guarantee of Dominion status after the war. The 
next year, in May, the Secretary of State issued a declaration that the post- 
war examination of the problem would be “directed towards the grant to 
Ceylon of full responsible government in all matters of internal civil adminis- 
tration”; that the control of defence and external relations would be re- 
tained by His Majesty’s Government, and vested in the Governor, but that 
the latter’s other powers would be considerably restricted; the only Bills to 
be reserved by him for the Royal assent would be those which 


*(a) relate to the Royal Prerogative, the rights and property of His Majesty’s 
subjects not residing in the Island, and the trade and shipping of id part 
of the Commonwealth, 
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(b) have evoked serious opposition by any racial or religious community, and 
in the Governor’s opinion are likely to involve oppression or unfairness 
to any community, and 

(¢) relate to currency.” 


The Board of Ministers was asked to produce a draft constitution within 
these limits, for examination by a commission or conference after the war, 
provided that such a scheme obtained the assent of three-fourths of the whole 
State Council. The Board agreed, and drafted a constitution, coming under 
heavy fire from the State Council, particularly the minority communities’ 
representatives, for sending it to London before submitting it to that body, 
or even publishing it. This draft contained proposals for a single chamber 
of 100 members, all territorially elected except for 6 to be nominated; a 
scheme of weightage for the less thickly populated areas was put forward 
as a sop to the minority communities, though in effect it would not greatly 
increase their percentage of representation; the Officers of State were to be 
abolished, and a Cabinet chosen by a Prime Minister; and largely independent 
commissions were to control the public and judicial services. The report 
of the Soulbury Commission has adopted the great majority of these 
proposals. 

In July 1944 the Secretary of State replied that he was appointing a Com- 
mission to visit Ceylon before the end of that year in order to examine these 
proposals, giving full opportunity for “consultations to take place with 
various interests, including minority communities”. This produced a storm 
of wrath from the Board of Ministers, who stated that they had interpreted 
the 1943 Declaration as an undertaking to accept their scheme as it stood, 
provided that three-fourths of the State Council supported it; they therefore 
withdrew it, at the same time publishing it as a sessional paper, and declined 
to have anything to do with the forthcoming Commission. The Secretary 
of State denied that he had ever had any intention of accepting such an inter- 
pretation, and persisted with the Commission, which, after some apparent 
delay in its composition, arrived in Colombo a day or two before Christmas. 
It was headed by Lord Soulbury, a former Conservative President of the 
Board of Education; the other two members were Mr. (now Sir) Frederick 
Rees, Vice-Chancellor of the University of Wales, and Mr. F. J. Burrows, 
a well-known trade unionist, since appointed Governor of Bengal. 


THE Roya ComMIssION 

THE Sinhalese ministers maintained an official boycott of the Commission, 
but Mr. D. S. Senanayake, Vice-Chairman of the Board of Ministers and 
Leader of the State Council, was constantly in attendance on its members, 
and the Report discloses that he had many private discussions with them. 
But another minister, Mr. S. W. R. D. Bandaranaike, introduced a bill into 
the State Council for complete Dominion status; it was the Ministers’ draft 
constitution less the limitations set up by the 1943 Declaration, and was 
hurried through the Council before the Commission left. This being such an 
obvious political move, no one was in the least surprised when the Secretary 
of State signified that assent was refused, 
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During the three months that the Commissioners spent on the island many 
memoranda were submitted, and many deputations interviewed, mainly 
though by no means exclusively from minority communities and interests. 
The most noteworthy was that of the All-Ceylon Tamil Congress, led by 
Mr. G. G. Ponnambalam, a State Councillor of considerable ability, who 
submitted a complete draft constitution. 

The views of the minority communities as submitted to the Commis- 
sion showed a considerable measure of agreement. They differed from the 
Ministers’ constitution mainly on the matters of representation and on the 
composition of the executive, while the smaller minority communities and 
several other bodies were strongly for a Second Chamber, in order to “check 
hasty and ill-considered legislation”—a phrase which was greatly to annoy 
existing State Councillors. 

In June Mr. Senanayake received and accepted an invitation from the then 
Secretary of State for the Colonies to visit him in London. This annoyed the 
minority communities, who held that he did not in any way represent them, 
being merely the leader of the Sinhalese majority in the State Council. The 
Board of Ministers were not enthusiastic; they gave his visit a qualified 
blessing, but no mandate. He went in July, had several interviews with the 
new Secretary of State, and returned in mid-September; according to his 
report to the Board of Ministers, he pressed very strongly for full Dominion 
status. Several minority community leaders, particularly Mr. Ponnambalam, 
also went to London to press and to publicize their views; they have had 
an interview with Mr. Hall. 

The only respect in which the Commissioners’ Report differs markedly 
from the Ministers’ draft constitution is its recommendation that a Second 
Chamber should be included in the provisions of the Order in Council. A 
“Senate” of 30 members is suggested, with powers much the same as those 
of the House of Lords; half are to be elected by the First Chamber, by pro- 
portional representation, and half nominated by the “Governor-General” 
acting “in his discretion”; the suggestion is that this half should be chosen 
from persons distinguished for public service or eminent in their professions 
or occupations—one-third of each half to retire every three years, reduced 
by the White Paper to two. Though this is spoken of as a safeguard for 
minorities, the minority communities generally have no opinion of its 
usefulness as such, considering the weakness of its powers and the nature 
of its composition. 

The British model is, with set purpose, but without much imagination, 
followed throughout, on the ground that “the politically conscious majority 
of the people of Ceylon favour a constitution on British lines”, which the 
Commissioners regard as a natural evolution in the progress towards 
Dominion status. This conclusion, already stigmatized as the line of least 
resistance, is unwelcome to the minority communities, one of whose main 
points is that their very nature and existence sharply differentiates political 
conditions in Ceylon from those in the United Kingdom. Most of them 
asked for “‘balanced representation” in both the legislature and the executive 
with communal electorates—a scheme similar to that of Lord Wavell for the 
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Central Legislature in India;* they argue that if the combined minority com- 
munities were given by weightage the same number of seats in the legislature 
as the Sinhalese, thus allaying their fears of domination, the tendency would 
be for the Council and the country to split into parties based on economic 
and political rather than racial lines, thus ultimately diminishing communal 
feeling. For the executive their demands were informed by the same idea, 
but there was no unanimity as to how this difficult task was to be done. The 
Commissioners reject the idea of pure communal representation completely, 
especially in the sphere of the executive; but they admit it in a sense by the 
modification they suggest of the Ministers’ scheme of weightage by area, 
viz., the carving out by a Delimitation Commission of a certain number of 
constituencies, smaller than the average (which aims at 75,000), in which 
there would be a majority of one or other of the minority communities. 
This is probably intended mainly for the benefit of the Muslims, the com- 
munity at present politically closest to the Sinhalese, and they have professed 
themselves satisfied: but it may also operate in the hilly Central Province, 
where the Kandyan Sinhalese claim special representation, yet where the 
Indian Tamil labourers on tea estates are most numerous. In other provinces 
the geographical distribution of races makes nearly every constituency com- 
munal in practice, if not in theory. The estimate made in the Report gives 58 
Sinhalese seats to 37 others; to the latter must be added 6 seats filled by 
nomination. 

The kindred and thorny problems of franchise and immigration are stated 
in the Report, but little is done to solve them. The claim of the Indian 
community for a more generous franchise for the Indian estate labourers, 
about 700,000 in number, is not met—when adult franchise was granted in 
1931, the Sinhalese leaders insisted on its strict limitation in the case of this 
community, but for which the Donoughmore Constitution would have been 
rejected by the then Council; this matter has caused an open and still unsettled 
quarrel between the Governments of India and Ceylon. Both the Indian and 
European communities asked for statutory safeguards against discriminatory 
immigration laws—in 1941 during the quarrel above-mentioned two such 
measures, the Immigration and the Registration of non-Ceylonese Bills, 
went as far as their second reading in the State Council. All the Commission 
has done to meet this is to suggest that any bills directed against the right 
of re-entry of non-Ceylonese residents in the island at the date of introduc- 
tion of the new constitution should be reserved for the Governor-General’s 
assent. Thus if these two bills became law, Indian and European firms could 
be prevented from bringing any new employees into the country; most of the 
export and import trade is in the hands of these two “foreign” communities, 
and so far they have had little opinion of the business capability of the 
Ceylonese. The European and Burgher deputations made a strong point of 
their great preference for electing their representatives instead of having 
them nominated, but the Commissioners, in their enthusiasm for the theory 
of territorial representation, brush this aside. Thus, while the Tamils, 


* The statement in the White Paper that this scheme is supported by the Tamils only 
is surprisingly inaccurate. 
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Burghers, and perhaps the Muslims fear political extinction, the Europeans 
and Indians fear economic extinction as well, in view of the State Council’s 
declared policy of Ceylonization, which has already gone far in the Public 
Services. It may be mentioned that the almost universal demand for an 
independent Public Services Commission, free from all political influence, 
has been endorsed by the Commission, who recommend the closing of 
the loophole for this which the Ministers in their constitution had left for 
themselves; this may well prove the most valuable result of the whole 
business.* 

The principal significance of the White Paper is that it has not yielded to 
the Ceylon State Council’s demand for immediate Dominion Status, but that 
it gives an undertaking that such a concession will follow in a comparatively 
short time, provided that the Ceylonese do their best to work the new 
constitution “as a foundation on which Dominion status may be built”. The 
only modifications of any real importance that it makes of the Commission’s 
recommendations are, that the power suggested for the Governor of legis- 
lating by ordinance in case of a constitutional breakdown or other pressing 
public emergency shall be only exercisable by him after it has been conferred 
by an Order in Council specifically made to meet such an occasion, and that 
the normal channels of communication between His Majesty’s Government 
and the Government of Ceylon shall continue to be through the Secretary 
of State and the Governor, not directly with the Prime Minister as suggested. 
Any hopes the minority communities may have had of defeating the adoption 
by the State Council of the principles of the new constitution disappear with 
the withdrawal of the stipulation that such adoption should need the support 
of three-fourths of the whole Council : the White Paper states that this would 
have applied to the Ministers’ draft constitution if it had not been withdrawn, 
but was now necessary because the minority communities had had the oppor- 
tunity of placing their views before a Commission though in fact the consti- 
tution envisaged under the White Paper differs very little from that draft. 

The Soulbury Report has already been attacked in extremist quarters as 
an attempt to perpetuate “British imperialism”, and it is highly probable that 
this line will be taken by the more irresponsible politicians, as well as by all 
those sections of the small but very vocal Communist party. The more 
responsible sections of Sinhalese opinion will probably accept it as the 
penultimate step in their political destiny : they seem to be divided in opinion 
as to what should be the last step.t Some envisage Dominion status, as the 
White Paper suggests, with an agreement under which Great Britain would 
undertake the island’s defence: others believe that Ceylon should and will 
ultimately form part of a federated and independent India—an idea to which 

* It should be observed, however, that the proposal to vest the control of the civil 
services in the Governor-General acting on the advice of a Public Services Commission 
appointed by him ‘in his discretion’—as well as to empower him to reserve Bills 
opposed by minorities and to nominate half the Senate ‘in his discretion’—is not 
consonant with ‘full responsible government in all matters of internal administration’. 
—Editar. 

t On November 9, by a majority of 51 to 3, the State Council of Ceylon accepted 
the constitution offered.— Editor. 
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the Tamils will probably give strong support after their disappointment with 
the White Paper. 

This disappointment, and that of several other minority communities, has 
yet to be voiced, though it is understood that preliminary protests have been 
sent. They feel that the Soulbury Commission, after making a very fair 
statement of their claims, were content to leave the solution of their difficul- 
ties to the majority community, with the pious hope that the latter will 
refrain from exercising the permanent political power it continues to possess, 
coupled with the wishful thought that economic divisions will overshadow 
racial feelings and create a party system more like the British. 

The somewhat vague statement by the Leader of the House when asked 
by the late Colonial Secretary for a debate on “that very large constitution 
change” is a little disquieting. To an observer who has been out of Britain 
for over eight years, and who reads in the home press (not without scepticism) 
that a genuine interest is at last being taken in colonial affairs, it would seem 
odd if the experiment of giving a non-European country within the Common- 
weath such large powers of self-government on the British model should 
become law without debate in the Mother of Parliaments, especially since 
the new constitution may well, for better or for worse, come to be regarded 
as a model for those of self-governing colonies within the Commonwealth 
of the future. 


Ceylon. 
November 1945. 





THE AFTERMATH IN AMERICA 


EMOTIONS OF RELEASE 


OW swiftly the tides of American opinion ebb and flow—and how 

dangerous to judge our national policy by surface signs alone. Three 
months ago, with the Japanese war still gripping the nation in forced unity, 
we were getting used to President Truman and rather liking it. We were 
holding the line at home and preparing to invade Japan over the beaches. 

To-day we are in the very depths of post-war reaction and let-down. The 
atomic bomb has fallen. We are in Month III of the Atomic Age and not 
sure what to do about it. Mr. Truman’s political honeymoon is over. Strikes 
are crippling reconversion. There is a wave of alleged isolationism. And so 
confused is the situation that it would be difficult to define specifically any 
major national policy. 

But this confusion may well diminish as rapidly as it arose. It is the after- 
math of the war’s end. It is the natural result of the relaxation of war’s 
disciplines to a people who are not by nature disciplined. It is a result of our 
deceptive distance from the actual scenes of the fighting. It springs from our 
seemingly favorable economic situation. 

We are basically an irresponsible nation, owing to historical, geographical 
and ethnological causes. National policy, after all, does not spring from self- 
conscious devising, but from long, patient and almost emotional condition- 
ing. Doubtless it will be agreed that the instinctive reaction of the average 
Briton—his awareness of continental European political balances, his reli- 
ance on world trade—goes back many generations. So it is with the basic 
policies of any nation—France, Russia, &c. But with the United States the 
instinctive reaction is a sense of our own continental strength and richness, 
our aloofness, indeed our isolation. That is what the average American feels 
in his bones. 

And we have to awake, of course, to the vastly changed world. Rationally 
we tell ourselves that aloofness and irresponsibility are no longer possible. 
Our minds accept the facts. But our instincts are still escapist if not xeno- 
phobic. At least they are irresponsible. 

Thus, the chief political fact to-day is the pressure from the public on 
members of Congress and the army and navy leaders for rapid and still more 
rapid demobilization. Every mother, father, wife, sweetheart and employer 
is bearing down upon his or her Congressmen with an insistent demand that 
Johnny come marching home and into civilian clothes in less time than it 
takes to walk up Capitol Hill. There has never been quite such determined 
pressure on Congressmen. 

The result, an inevitable result of pressure, is that Congress is nervous and 
jumpy. The bad effects are felt in all phases of legislative work. The 
relative freedom from criticism which the army and navy have enjoyed 
during the war years is atan end. Their-plans for post-war continuance on a 
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big scale are now subject to all sorts of political revision. The definite pro- 
posals for compulsory military training which the army has long advocated 
are very likely politically impossible. 

All this reaction naturally produces the appearance of a wave of isola- 
tionism. Its most marked effect is economic and financial. The Gallup poll 
figures show definite resistance to financial aid for Britain or other nations. 
There might even be a majority in favour of an effort to collect lend-lease. 
However, a substantial British loan at low interest rates is confidently 
expected. 

It would be a mistake to take all this let-down and recession of American 
world responsibility too tragically. It is no laughing matter, in all conscience. 
But at the same time it is largely emotional; and it is likely to run its course 
with some speed. The United States cannot escape its place in the world, 
whatever its inclinations. The grim challenges of modern warfare are 
inescapable. They are too well known to too many Americans to permit 
protracted avoidance of our duties. And we are a mercurial people. We will 
bounce back from our present let-down and regain much of the dynamism 
which marked our war effort. 

It is a fact, however, that on the present evidence President Truman will 
not be far ahead of public opinion—perhaps not far enough ahead. He has 
thus far shown himself to be a coordinator and stabilizer, but not exactly a 
leader. There has been a need for these qualities during the cooling-off 
period. Now the times call desperately for more positive policies, for leader- 
ship which shall rise to new challenges. Manifestly, President Truman will 
seek to meet the challenge. In the process, he will have to commit himself 
far more than hitherto. On bitter domestic issues perhaps he will have to 
take decisive choices between the almost incompatible wings of his party: 
the radical left wing, dominated by the C.I.O. faction of organized labor, and 
the conservative right, largely composed of old-line southerners. And 
Mr. Truman’s choice may foreshadow the political alignments of the presi- 
dential election in 1948. 


THE INDUSTRIAL BATTLEFIELD 


Acainst this general background comes our biggest domestic challenge: 
labor strife. Currently, between 400,000 and 500,000 workers are out on 
strike, and the number seems certain to rise. The strikes are a result of per- 
fectly simple and elementary facts. The cost of living has risen twice as much 
as hourly wages have done. The problem is to find ways of satisfying 
labor’s natural and inevitable aspirations without setting in motion an infla- 
tionary spiral, which would endanger labor’s gains as well as the whole 
country’s savings and stability. 

During the war, prices—although held down somewhat by the Office of 
Price Administration—rose 29 per cent according to the figures of the 
Bureau of Labor Statistics, and 43 per cent according to union surveys. 
Hourly wages were held to a 15 per cent increase by the “Little Steel” 
formula. However, overtime payments raised the “take-home” pay so much 
in most industries that labor was reasonably satisfied. 

F 
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With the end of the war and production cut-backs, overtime has generally 
ceased. Moreover, labor’s wartime “no-strike” pledge is no longer in effect. 
It is evident that the wage-price relationship which maintained stability 
during the war is now severely upset. 

Nevertheless, it is of extreme importance to prevent post-war runaway 
inflation. Thus it is that the “irresistible force” meets the “immovable 
object”. On August 18, President Truman issued an executive order which 
(1) permitted wage increases where no price rises would result; (2) authorized 
the correction of “gross inequalities” if the Office of Economic Stabilization 
approved any price rise that might result. Such increases were to be rare. 

Manifestly, if wage increases could come‘out of corporation profits, there 
would be no problem. And many industries have already seen fit to grant 
increases while absorbing the increased cost of production. Productive 
efficiency has been greatly advanced in many lines, giving grounds for higher 
wages. And profits have been high. There is a prevailing feeling, not 
altogether shared in industry, that wage increases of 15 per cent could readily 
be granted without necessitating price increases of more than 3 or 4 per cent. 

The fundamental unbalance between wages and prices is not the only 
cause of today’s labor strife. Indeed, the major strikes at the moment of 
writing do not stem from that factor, but are results of jurisdictional battles 
between different unions or between labor and employer on grounds other 
than wages. ; 

The most damaging strike in the country was in October in the soft coal 
mines, where some 200,000 were idle, endangering the nation’s steel supply 
and threatening shipments to Europe. In this perennially strike-torn 
industry, John L. Lewis again challenged the operators. His United Mine 
Workers sought to bring from 28,000 to 50,000 foremen into the union. 
The coal operators asserted that a foreman is a representative of manage- 
ment, and that his inclusion in a workers’ union would represent the taking 
over by labor of a management function. The operators sincerely took the 
position that Mr. Lewis’s invasion of the foreman group presages a degree 
of labor control akin to socialization. 

After ten days of unremitting but futile conference under Federal govern- 
ment auspices in Washington, Mr. Lewis called off his strike until “a later 
more appropriate date”. This result meant that the Government had failed 
to settle the strike, but leaves the threat of future work stoppage hanging like 
the Sword of Damocles over this essential industry. Thus while the settle- 
ment of the strike was welcomed, the future outlook is not reassuring. 

The bitter and exacerbating element in the strike situation, in the soft coal 
mines and elsewhere, is that both sides are strong and well equipped to fight. 
Each side has a measure of public support. Each is ready for a show-down. 
Each knows that the people want reconversion and production, and assumes 
that this sentiment will fight for its side. It is a thoroughly dangerous 
combination of circumstances. 

The second gravest strike also does not concern wages directly. It is 
strictly a jurisdictional battle between the Congress of Industrial Organiza- 
tions and the American Federation of Labor for the waterfront of New York. 
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Joseph Ryan, “King” Ryan, the tough and picturesque head of the Inter- 
national Longshoremen’s Union, is challenged by Joseph Curran’s National 
Maritime Union, in which there is a big Communist faction. Mr. Ryan’s 
outfit is a closely-held personal affair, relatively conservative and affiliated 
with the A. F. of L. 

Burly, hard-hitting “King” Ryan is lifetime president of his I.L.U., at a 

salary of $20,000 a year. The rank-and-file members of his union have been 
rebelling against his leadership. Recently they struck against his wishes, 
demanding improved working conditions. When he whipped most of his 
union back into line, and work promised to be resumed, the N.M.U. moved 
into the picture. Joseph Curran, head of this C.I.O. union, ordered his seamen 
not to get up steam for winches on any ships that Ryan’s longshoremen 
attempted to unload. 
' Harry Bridges, the Australian-born leader of longshoremen on the Pacific 
Coast, came hurriedly to New York. He seeks a foothold in New York 
harbor. But, as long as two years ago, Ryan announced: “I’m only waiting 
till this war is over so we can slug it out with Harry Bridges.” 

This gangsterism, more sinister than cinema, has today tied up New York 
harbor. The employers, the public, the consumers are apparently helpless. 
Wages, working conditions, collective bargaining—all have been forgotten. 
It is a battle to the death between two rival unions and their dictatorial chief- 
tains: between conservatism and communism. Such jungle warfare is all 
too reminiscent of prehistoric battles of dinosaurs who may well destroy 
themselves but will perhaps do a great deal of damage before they are 
through. 

And in industry after industry, city after city, either jurisdictional or outlaw 
strikes are flaring up. Very obviously, governmental action must be taken 
to end this kind of anarchy. It is not simply that organized labor is going 
through growing pains, as it did a generation or more ago in Britain. That 
stage should have been over long ago. Organized labor has become a per- 
sonal and lucrative “‘racket” and the rank-and-file member is helpless against 
a permanent and highly paid union chief. 

So great is labor’s political power, however, that Congress has hitherto 
failed to pass effective legislation. Present labor statutes seem almost to do 
more harm than good. Bills are now pending providing for compulsory 
arbitration—which is not widely favored—or voluntary arbitration with 
emphasis on conciliation. But more fundamentally, public opinion is swing- 
ing around to favor laws defining the circumstances under which strikes 
would be illegal, and holding labor leadership accountable for its own 
finances and for free elections. 

Such statutes, however, will not meet the present situation, here and now. 
That calls for leadership by President Truman and his Administration. The 
President seems anxious to avoid a commitment. He tried throughout 
October to defer decisive action until a management-labor-government 
conference in November. He seeks above all an agreed solution, for his 
Democratic Party is dependent for its majority upon a working cohesion 
between union labor and the anti-union and conservative South. 
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If once Mr. Truman has to plump for the larger element in his support, 
which is the orthodox conservative group, then labor may well go the way 
of a third party, under the leadership of Secretary of Commerce Henry 
Wallace and Sidney Hillman, of the C.I.O. Such a split would almost cer- 
tainly mean Mr. Truman’s defeat and the election of a Republican in 1948. 
It might mean the downfall of the Democratic Party for many years to come. 
Naturally, therefore, Mr. Truman—who is a bred-in-the-bone party poli- 
tician—will seek to avoid any such split. 

Yet his greater and more urgent challenge is to achieve a measure of. 
industrial peace here and now. Unless reconversion can proceed uninter- 
rupted—as it promised to do a few weeks ago—the results will be very 
serious. Not only will unemployment mount, but failure of production will 
inevitably stimulate the inflation for which the ingredients are so abundantly 
present. 

Moreover, the strikes discussed above are only a few of those that 
threaten. The entire automotive industry may be out if wage increases of 
30 per cent are not granted. The telephone companies are quivering on the 
verge of a strike, with resultant grave consequences to the national com- 
munications. New York’s elevator operators were only sent back to work 
by the forceful intervention of Governor Dewey of New York. During their 
stoppage, the fantastic dependence of sky-scraper New York upon these 
employees was vividly demonstrated. 

In short, a national wage-price policy, a strike-and-union-responsibility 
policy, are all desperately needed. The alternative is almost certainly infla- 


tion, plus work stoppages and civil strife on the most damaging scale. The 
repercussions, of course, would be world-wide. 


PuysIcs AND POLITICs 


So much space has been given to strikes here because they are currently at 
the top of the news, and less is likely to be known of them abroad than of 
other items of more obvious interest. That does not mean they are neces- 
sarily the most important subject. The gravest problem, of course, is the 
long-range maintenance of peace—and that turns upon the control of the 
atomic bomb and other new techniques in warfare. Here, alas, public think- 
ing is still ina daze. The dangers are almost too big for the human mind to 
grasp. Our natural scientists keep dropping hints that the atomic bomb used 
upon Japan is already outmoded. 

Our military men also drop hints that atomic bombing is by no means the 
latest word in horrible warfare. It is understood that forms of bacterio- 
logical warfare were under study and ready to use, which in some sense might . 
be more devastating than even the limited disintegration of the atom. It is 
an open secret that our army authorities were very fearful that Germany 
would use bacteriological warfare against the British Isles and the American 
troops staging there before the invasion of the Continent. Perhaps this is 
not the time to dig out war secrets of this nature, but the foregoing hint is 
based on information much more substantial than gossip. 

General H. H. Arnold, commanding officer of the American Army Air 
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Forces, bluntly states that weapons now ready or “inevitable” on the basis 
of present techniques make it possible to drop a guided missile—containing 
an atomic bomb if desired—“‘on any square mile of the earth’s surface from 
any square mile of the earth’s surface”. Such a statement indicates to all 
thoughtful men that the use of force in war has become suicidal. And yet 
the national policies derivative from the facts have not yet been formulated. 
The United States has no desire to seek to dominate the world by force. We 
have no wish to promulgate a Pax Americana. But we are not yet acting 
upon the only alternative. 

The physicists who finally completed the atomic bomb have seen the 
issues more clearly. Speaking from their secluded retreat at Los Alamos, 
New Mexico, 400 of them proclaim: “‘. . . we are left but one course of action. 
We must cooperate with the rest of the world in the future development of 
atomic power, and the use of atomic energy as a weapon must be controlled 
by a world authority. . . . Such conditions will demand some modification of 
our conception of national sovereignty. This makes it imperative that we 
have the good will of all nations, for it must be realized that we are dealing 
with a deadly challenge to civilization itself... .” 

These stirring words were echoed by another group of respected leaders, 
led by Mr. Justice Roberts, recently retired from the Supreme Court, who met 
in New Hampshire and proposed a world federal government as a substitute 
for the present United Nations Organization. They called for a constitu- 
tional amendment in the United States to make possible American participa- 
tion in a world legislative assembly chosen on the principle of weighted 
representation. They urged the American Government “to promote the 
formation of the world federal government, after consultation with the other 
members of the United Nations, either by proposing drastic amendments of 
the present United Nations Charter or by calling a new world constitutional 
convention”. ° 

Such a proposal is far in advance of the articulated concepts of American 
public opinion. However, the full weight of those who understand the 
implications of force in to-morrow’s world has not yet been felt. Our 
scientists and our thinkers are going to be very eloquent and impressive, for 
they will have the support of grim facts. These facts, it is to be confidently 
expected, will awaken American public opinion from the post-war miasma 
- into which it has momentarily plunged. The question is : how long a breath- 
ing spell do we have? The only safe assumption, with the New Mexico 
scientists and the New Hampshire conference men, is that there is not a 
moment to lose. : 

Meantime, political relationships in the world grow no easier. We are 
well aware of the deficiencies of our occupation policies in Germany and 
Japan, and the magnitude of the problems confronting us—and our allies— 
in both areas. We have been acutely reminded of the difficulties of reaching 
agreements with the Soviet Union. We know that our own policies are far 
from being well defined, or free from inconsistencies. 

In short, the weeks and months following the surrender of Japan have 
been a bad period, a confused period. The peace has erupted upon us almost 
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as the war did, following the attack on Pearl Harbor. We had a black time 
of it for many months in 1942. We shall undoubtedly do better now. But 
our allies should be as patient with us as we ought to be with them. We pro- 
foundly need wisdom and statesmanship. We have a President and a Secre- 
tary of State with patience and poise. They do not yet have a coordinated 
policy. 





GREAT BRITAIN 


LIFE CHANGES SLOWLY 


§ ive: end of both wars has, so far, brought little change to the outward 
face of British life. Within the home, personal anxiety for the safety of 
dear ones is lifted. Tens of thousands of prisoners of war have come back 
to their families, to tell their experiences. Demobilization has started—but 
not more than started. Overtime in war factories has been cut. Passenger 
train services, from the beginning of October, have been slightly improved, 
though they are still overcrowded. 

The blackout has gone entirely. We are back on Greenwich Time; the 
war expedient of continuing Summer Time throughout the winter has ended, 
and autumn afternoons close in early by the clock, as they used to do before 
1939. The street lamps are lit before the children go to bed, who till now 
had never seen them lighted. The sirens are silent. No periodic crashes 
disturb “Southern England” as they were doing a year ago, and the “blitz” 
of 1940-41 is a fading memory. Before long, the ordinary person will be 
ceasing to remember how near we once were to being invaded or defeated. 

But as for the general pattern of life, it has not been greatly altered yet. 
Three months after the end of the shooting, it is still far closer to 1943 or 
1944 than to 1939. The VE and VJ days have come and gone, but they have 
not shaken the kaleidoscope. We read of spectacularly swift reconversion 
from war to peace in lands across the Atlantic. Here one is conscious of 
nothing of the kind. War-time licensing systems and controls are still ram- 
pant. Goods for civilian use are, if anything, scarcer than ever, for enlarged 
output from the factories has hardly yet begun to trickle through. Food 
supplies generally seem to be shorter, and queues as long. There are no new 
houses yet, and few started, apart from the Coalition Government’s pro- 
gramme of 150,000 temporary prefabricated bungalows. Meanwhile, 
thousands every week are added to the lists of those wanting a home to settle 
down in. That is precisely the tension: minds which during war were concen- 
trating on victory and attuned to sacrifice are turning towards peace now, 
but the satisfaction and the normalities of peace are not yet there. Besides 
all this a governing fact is that, though we may not all realize it, we are all 
very tired. 


Unron DiscretineE WEAK 


For several weeks, against the advice of their trade union, 40,000 dockers 
have been on strike. That is symptomatic. It is not likely to be the last of 
such strikes. Were a Conservative Government in power, they would 
probably be more bitter and more extensive. The dock strike has already 
made it clear, however, that even a Labour Government cannot entirely rely 
upon all sections of the working class to give heed to reasonable Government 
guidance. One was accustomed to talk about “organized labour”. The 
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probably transitional phenomenon, for which we have now to prepare, is labour 
not amenable to trade-union discipline, and precipitate to exert pressure on 
the State or on the employer without much discriminating between them. 
At the back of it all is wage chaos. Wage systems surviving from a different 
technical age fifty years ago or more; wage rates negotiated between 
employers and unions in one industry without any rational connexion with 
wages in other industries; continued refusal or failure of successive Govern- 
ments to enunciate any principles of wage policy, except non-intervention 
by the State—these are the deficiencies which we must find trade-union 
leadezxs and employers and Ministers brave enough to tackle. Until then, we 
shall continue to lack standards of reference whereby to eliminate all the 
anomalies which, especially in a period of reduced overtime earnings, create 
exploitable dissatisfaction and give ground for strikes. 


CONCEALED UNEMPLOYMENT 


THE new Minister of Labour, Mr. Isaacs, is an experienced trade-union 
official, but neither as an administrator nor as a politician is he the peer of 
either of his immediate predecessors, Mr. R. A. Butler (Conservative) or 
Mr. Bevin. He cut a poor figure when attacked in the House on October 22 
by Mr. Churchill on the subject of demobilization. This is bound to remain 
one of the major political and social issues for the next year at least. No one 
in civilian clothes need remain out of a job, but in the armed forces there is 
concealed unemployment on a colossal scale. This is the penalty which must 
be paid for sticking, quite rightly, to the original Bevin scheme of basing 
demobilization on a combination of age and service; but for that principle, 
troops in this country with nothing to do could be released. Under intense 
public pressure the Government has sharply speeded up the operation of the 
scheme, but it still has not furnished the public with enough information to 
allay doubts on the two critical points raised by Mr. Churchill—whether the 
target figures for the desirable strength of the Navy, Army and R.A.F. are 
not too high, and whether these targets are being reached quickly enough. 
All the time there is another section of opinion, small and non-vocal but 
possibly farther-sighted, which wonders whether we are wise to reduce our 
armed strength so greatly as the Government is intending to reduce it. But 
what all schools of thought are united in asserting is that, in our crying need 
for exports and for civilian goods, we cannot afford to watch any part of our 
man-power remaining unproductive. 


First PEACE BuDGET 
THE second Budget of 1945 {and the first peace-time Budget since 1939), 
which Mr. Dalton introduced on October 23, was scanned anxiously from 
the same angle. Would it afford sufficient stimulus to high productivity ? 
The Chancellor announced that from April next the standard rate of income 
tax would be reduced from ros. to 9s. in the £, the tax-free personal allow- 
ances would be raised for single persons from £80 to {£110 a year and for 
married couples from {£140 to £180, and the incidence of tax on the next 
£125 would be shaded in the taxpayer’s favour. These changes will cost 
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£322 million a year, but will be offset by a saving of £225 million on post- 
war credits, which are to be brought to an end. From wealthy taxpayers he 
proposed to recoup part of the income-tax reduction by an increase in surtax. 
To these changes the immediate reaction of the public was highly favourable, 
for they had hardly expected so large an apparent easing. of their burdens. 
They were a trifle slow to realize, what Mr. Dalton himself astutely glossed 
over, that many families living on a few hundreds a year were on balance 
going to be slightly worse off, because their saving on current tax would be 
more than outweighed by the absence of any post-war credit. Maybe, how- 
ever, they will say that a bird in the hand is worth two in the bush. Post-war 
credits have always seemed to be deep in the bush and a long way off, 
especially as no Government will pay them out until goods are much more 
plentifully available, and the risk of consequent inflation is past. 

The Chancellor refused a vociferous demand to lift the purchase tax off 
new cars, but wisely removed it from many kinds of domestic equipment 
needed for the housing programme. It had been hoped that he would also 
abolish Excess Profits Tax, which is bound to become more and more 
anomalous in its incidence as time goes on, being based on the standard of 
profits earned eight or ten years ago. Instead, he reduced it from 100 per cent 
to 60 per cent; the new figure is less onerous than perhaps it sounds, for all 
profits would pay income-tax at 45 per cent (9s. in the £) in any case. 

It was an able Budget for the first year of a Labour Government, for it 
alienated nobody, and directly pleased many. The raising of the personal 
allowances will entirely relieve from liability at least two million people who 
are at present paying tax. Criticism of substance which can be levied is that 
the Budget offers no sufficient recognition to the importance of incentive just 
now, in that it fails to terminate Excess Profits Tax, or to restore the earned 
income allowance (on earnings up to £1,500) to the level at which it stood 
before 1941. But what has caused deeper concern is the discovery, from 
Mr. Dalton’s Budget speech, that in spite of the end of both wars the national 
expenditure in the current financial year will be but little lower than Sir John 
Anderson’s estimate in April, and the estimated deficit very much the same. 
Small wonder that even some who voted the Conservatives out of office in 
July begin to ask—perhaps belittling this Government’s practical difficulties 
—whether it could not impart Churchillian drive into more of its actions. 


DoskEs OF SOCIALISM 
YEr its legislative programme bears all the appearance of keen energy, and 
it is making the House of Commons work harder than it has for years. The 
three-day Parliamentary week of the war years has been lengthened to a five- 
day week, as before 1939. Under new proposals approved by a Select Com- 
mittee for the speedier dispatch of business, practically all Bills are sent to a 
Standing Committee. Several of the early Bills have been carried over, 
practically without change, from the Coalition programme. An important 
measure to authorize the continuance of wartime controls for another five 
years—the Supplies and Services (Transitional Powers) Bill—was hotly 
challenged by the Opposition, who unsuccessfully moved an amendment to 
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cut the period to two years, and to require annual renewal by Parliamentary 
sanction thereafter. 

A Bill to nationalize the Bank of England by buying out the private stock- 
holders-was hailed by Labour supporters as the fulfilment of a long-cherished 
party aim. The stockholders, whose dividend had been stabilized at 12 per 
cent for many years, are being compensated with sufficient 3 per cent 
Government stock to bring them the same return—terms which generally 
are accepted as entirely equitable. Conservatives and, from his independent 
position, Sir John Anderson derided the Bill as being either superfluous or, 
if it was not superfluous, potentially harmful. The harm crouched in a pro- 
vision which would grant to the State-controlled Bank of England the power 
to give directions to other banks. In practice, a hint from the Bank is never 
ignored. But henceforward the iron hand will be within the velvet glove. 
Will compliance be readier or more loyal? The Labour Party, after all its 
talk in 1931, was bound to take some such step. The Opposition points out, 
not without force, that the new power could be dangerously misused, for 
compelling the banks to depart from sound banking practice in order to serve 
the sectional purposes of a political party. 

The transformation to Socialism, promised in the Government’s election 
programme, is beginning to go ahead along a wider front than many people 
expected. The Imperial telecommunications system of Cables and Wireless 
is to be taken over by the State. This follows upon the recommendation of 
a Commonwealth Conference. More startling to those concerned was the 
announcement that the Government intended to throw over the plan for 
civil aviation agreed upon by the Coalition—and criticized as too bureau- 
cratic in the June issue of THE Rounp TasLe*—in favour of a far more 
bureaucratic scheme in which privately owned agencies such as the railways 
and shipping companies would have no financial stake. Not all Ministers 
may agree, in their heart of hearts, that this new scheme will equal the old in 
its capacity to stand up to the far more flexible organization of American air 
lines. But nothing less would be likely to satisfy the Labour Party’s rank and 
file, intent on internationalism in the air and on preventing privately owned 
corporations from stretching out into a new field. 


Scytia, ATTLEE AND CHARYBDIS 
Mr. ArrLeE and Mr. Herbert Morrison, who presumably acts as chief 
architect of policy, have to steer their victorious party through a narrow 
channel. On the one hand, they are obviously planning a full five-year pro- 
gramme of legislation, which they may claim as a good instalment of Social- 
ism by the time when they have to face the electors again in 1950. They can 
afford to make no slip. If the legislative output is moderate enough in 
conception not to frighten the middle-class voter, they can hope for power 
for a further five years, in which case by 1955 they will be well towards their 
declared aim of creating the Socialist Commonwealth of Great Britain. But 
if the middle-class voter is Scylla, their own less responsible supporters are 
Charybdis. These quickly started to press the Cabinet for an immediate rise 
* See THE Rounp TaBLE, June 1945, No. 139, p. 240. 
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in old-age pensions, but the Cabinet resisted on the ground that it must 
await and be integrated with the general social security proposals, which may 
not be ready for presentation before next year. Then these friendly rebels 
proceeded to defeat the Government on an amendment in Committee to the 
Industrial Injuries Bill, a substantially agreed Coalition measure which 
remodels and modernizes the system of workmen’s compensation. If this 
is party discipline after four months, what will it be after four years? Need 
the Conservatives do more than watch the Parliamentary Labour Party dis- 
integrate? Lest Conservatives should rejoice too soon, let it be said that a 
manifest failure of the Labour Government within the next year would be 
much more likely to precipitate a swing farther to the Left than back to the 
Right. 
HousEs THE TEST 


THE public are profoundly troubled about the foreign situation and the state 
of Europe. But they trust Mr. Bevin, and their anxiety does not reach the 
same order of acuteness as it used to do in the days when a superior German 
air force was threatening us. Where millions of families at this moment feel 
the pinch of the shoe is at home, in the most literal sense. Mr. Aneurin Bevan, 
the Minister of Health, has to produce the houses. In a recent housing debate 
his passionate Welsh oratory won him a Parliamentary triumph. But words 
alone do not build houses, and it is houses that the people want. They will 
be ruthlessly critical if they do not get them. Building labour is the bottleneck, 
and thus we hark back to the pace of demobilization. Mr. Bevan is, rightly, 
not going to enlarge the Coalition programme of temporary bungalows. He 
intends to use the local authorities as his main instrument for building. In 
years to come, few people will be able to say, ““My house was built in 
1946 or 1947, but it is not a Council house”. Licences for private building 
of new houses may be given, but only if the cost does not exceed £1,200. 
That would have been a £600 or £700 house before the war. True to its 
political theory, this Government has rejected the plan adopted by Mr. 
Bevan’s predecessor of offering a subsidy on houses built by private enter- 
prise. But if the exceptional war-time cost of building is not offset by sub- 
sidy in some such way, it seems hardly likely that private people will go ahead 
with any building at present costs, except in case of dire local necessity where 
the local authority refuses to move. 


MunicrepaL ExLections RESUMED 


Houstnc was made the predominant issue by all parties at the municipal 
elections on November 1 throughout the country. These were the first local 
government elections since the spring of 1939. At the beginning of the war 
it was enacted by Parliament that sitting councillors should continue in office, 
and that casual vacancies should be filled by a system of co-option. Under 
a gentleman’s agreement which was almost universally observed, the party 
to which a councillor belonged who had retired or died was, in practice, 
given the opportunity to nominate his successor. On November 1, 1945, 
the normal procedure whereby one-third of the members of a borough 
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council retire each year was resumed, and in addition, as a special measure, 
all the seats held by co-opted councillors were treated as falling vacant. 

The results had the same landslide character as at the Parliamentary election 
four months earlier. Besides the councils which it already held, Labour 
gained control of Leeds, Bradford, Hull, Nottingham, Leicester, North- 
ampton, Bristol, Plymouth, Southampton, and many other large towns. In 
London, where the electoral system is different and all the councillors 
retire together, the poll gave the Labour party control of 22 out of the 28 
metropolitan borough councils, with a total of 1,029 representatives, against 
only 321 Conservatives and 18 from other parties. 


PARTIES AND PEOPLE 


Ir had not been expected by anybody that these municipal elections would 
reveal any quick swing of the pendulum against the Labour party, still filled 
with exuberant confidence from its July successes. Nevertheless, they dis- 
appointed Conservatives who were hoping for signs that the tide was begin- 
ning to turn. The truth is that Labour’s victory in the General Election was 
no momentary flash in the pan, but the reward for many years of skilful and 
untiring though often unscrupulous propaganda, self-advertisement, and 
undermining of the moral prestige of the main rival party, the Conservatives. 
All this has gone deep, and it will stay for long, unless the Labour party in 
power makes mistakes which discredit it. The first five Parliamentary seats 
for which by-elections have had to take place have gone as they did in July; 
they, like the municipal elections, have shown no shift of opinion yet, and 
the size of the majority in every case but one has varied by only a few hundred 
votes from the General Election. The solitary exception was Bournemouth, 
a safe Conservative seat, where the majority fell sensationally from 20,000 
to 6,000, apparently because Mr. Brendan Bracken was an unpopular candi- 
date for whom thousands of Conservatives could not vote. 

Parliament has several major new Bills promised to it before next summer: ° 
for a national investment board, speedier acquisition of land, compensation 
and betterment, nationalization of the mines, repeal of the Trade Disputes 
Act, a national health service, and a comprehensive social insurance scheme. 
Several of these will be highly controversial. If the Government back- 
benchers are sometimes disunited, the Opposition does not yet seem to have 
got into its stride, and Conservative back-benchers are inclined to say 
that, for the Parliamentary effectiveness of the party, Mr. Churchill and the 
other ex-Ministers do not yet take the rank and file sufficiently into their 
confidence. This is a young Parliament in every sense, and its prestige at 
present stands high. But it is hard to pick out the great men of ten years 
hence. A country yearning for leadership finds itself with not many great 
men capable of leading. If all the numerous improvements in life which 
politicians have encouraged the people to expect “after the war” are not 
delivered in reasonable time, Demos may be unforgiving. 

Great Britain. 


November, 1945. 
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FINANCIAL STRESSES IN A FEDERAL SYSTEM 


FRESH effort is now being made in Canada to achieve overdue readjust- 

ments in the relations, particularly in the financial field, between the 
Dominion and the Provinces. In 1866 the architects of Confederation could 
not foresee and make provision for the immense changes which have over- 
taken Ganada in the years since elapsed; and certain of the arrangements 
which they embodied in the Canadian Constitution have become so obsolete 
or are working so unsatisfactorily that a large body of thinking opinion is 
now convinced of the urgent necessity for drastic changes in them. The 
basic aim of the framers of the British North America Act was to build a 
Federal structure as a foundation link of national unity; but they could only 
secure the support of the different Provinces for it by leaving them a large 
measure of autonomy, which made each of them master in its own house over 
matters directly concerning them and only indirectly the Dominion. Under 
this plan jurisdiction in a number of fields of administrative activity was 
specifically allocated to the Provinces, and it was assumed that the sources of 
revenue reserved for them would be amply adequate for meeting their 
responsibilities. 

This calculation held good until the close of the first world war, but the 
heavy expenditures involved in the progressive development and expansion 
of such services as education, electrification and good motor-roads soon put 
a severe strain on the financial resources of the poorer Provinces. However, 
it was the steady enlargement of social services during the era between the 
wars that involved the less fortunate Provinces in critical financial embarrass- 
ments. In only a few of the Provinces did the expansion of their revenues 
through the increase of general prosperity keep pace with the growing 
demands upon them; and the reckless extravagance of certain provincial 
ministries, who scorned to cut their coat according to their cloth, piled up 
for their people a load of debt, whose annual charges worsened the plight of 
their public finances. But there was no uniformity in the position of the 
provinces. Ontario and Quebec, which harbour between them two-thirds 
of Canada’s total population, and contain the chief centres of industry, have 
enjoyed since the present century began a huge increment of their wealth _ 
through the expanding development of their manufactures, mines and forest 
wealth. Consequently they have been able to finance their social programmes 
with comparative ease and dispense their benefits on a more generous scale 
than has been possible for poorer Provinces, which were involved in recur- 
ring financial crises. It became a settled habit of the latter to appeal for 
succour to the Federal Government and, when it doled out special payments 
or loans to the suppliants, the taxpayers of the richer provinces, who were the 
heaviest contributors to the Federal revenues, complained that their burdens 
were being increased through the improvidence of the weaker brethren, 
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When it became clear in the ’thirties that such a situation was impairing the 
unity of the nation and demanded timely readjustments before it was too late, 
the King Ministry in 1936 bestirred itself to tackle the problems involved. 
As a start it appointed a Royal Commission, whose membership, including 
as it did such eminent figures as the late Chief Justice Rowell of Ontario and 
the late Mr. J. W. Dafoe, the editor of the Winnipeg Free Press, commanded 
authority and respect, to make an exhaustive investigation with the aid of 
trained experts into the financial and constitutional arrangements of Canada. 
This Commission, whose labours occupied more than four years, produced 
in May, 1940, a very comprehensive report, covering every facet of the situa- 
tion, and in it made a long series of definite recommendations for far-reaching 
reforms and changes. Meanwhile the Canadian people had become absorbed 
in the war; and when a Dominion-Provincial conference, which assembled 
in 1941 to discuss the report, proved abortive, largely through the non- 
co-operative attitude of the Provincial governments of Ontario and Quebec, 
the King Government decided to postpone any further discussions of the 
problem until the war ended. 

The end of the war in Europe set the King Ministry free to pay attention to 
this important problem, and at its invitation a Dominion-Provincial confer- 
ence was held in Ottawa early last August. Representative delegations com- 
posed of their Premiers, several junior Ministers and various experts were sent 
by each of the nine Provinces and conferred with Federal Ministers in sessions 
which lasted four days. The King Ministry took the initiative by submitting to 
the conference a very comprehensive brief containing its basic proposals about 
taxation and a national programme of social welfare and economic better- 
ment. In it the Provinces were invited to negotiate with the Dominion, 
without any waiver of their constitutional rights, new agreements in regard 
to taxation and the annual subsidies now paid to them by the Federal Trea- 
sury on a per capita basis. The Provincial governments as a temporary 
arrangement for the saving of administrative expenses had agreed for the 
duration of the war to refrain from imposing personal income and corporation 
taxes and also succession duties in return for financial compensation, which 
recouped them for their loss of revenue; and the Federal Government now 
proposed that this temporary arrangement should be made permanent. As 
baits to secure the assent of the Provinces, it undertook to increase the sub- 
sidies paid to the latter by the Federal Treasury to a basis of $12 per capita by 
the count of the census of 1941, with provision for further increases in accord- 
ance with increases in population and in the gross value of the national income. 
It also offered to assume full responsibility for the payment of old-age pensions 
to all persons over 70 years of age and to share with the Provinces the cost of 
pensions for needy persons between the ages of 60 and 65 and of a general 
scheme of health insurance. In regard to unemployment there was proposed 
a division of responsibilities under which the Dominion would extend 
the present scope of unemployment insurance and pay unemployment 
benefits to insured unemployed who were employable, and the Provinces 


would take care of unemployables and self-employed persons who needed 
relief. 


. 
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There was also included an offer to contribute Federal grants to the Pro- 
vinces for public works which conformed to a national plan for the main- 
tenance of full employment and enlarge Federal activities in connexion with 
basic surveys of natural resources and the stimulation of their development 
by such projects as the construction of roads into newly settled districts. And 
in its brief the Federal Government gave an assurance that “the Provinces 
would not be asked to make any binding irretrievable commitments in the 
proposed new financial arrangements” but it sought a guarantee for three 
years against their abrogation. 

After the brief had been submitted, two western Premiers, Mr. Garson of * 
Manitoba, a Liberal-Progressive, and Mr. Douglas of Saskatchewan, the 
solitary Socialist among the group, proclaimed their general satisfaction with 
the Federal proposals, from which their Provinces will benefit in a special 
degree. The other seven Premiers, however, whose views about them were 
very divergent, refrained from any commitment about them but agreed that 
they were acceptable as a basis for discussion after their terms and implica- 
tions had been carefully studied. So, after a decision was reached that three 
months should be allowed for an exhaustive study of the proposals, there 
was established a co-ordinating committee consisting of Prime Minister King 
and the nine provincial Prime Ministers, which was authorized to create, 
supervise and co-ordinate the work of other sub-committees concerned with 
specific proposals. It will meet on November 26 for a further exchange of 
views. The conference, whose proceedings were completely harmonious, 
was not expected to produce any decisive results, and its revelation of a 
general disposition to recognize the need for radical readjustments and evolve 
some workable formula for them was rated a satisfactory outcome. 

But the reactions in certain Provinces to the proposals and public pro- 
nouncements by some of their Premiers have darkened the prospects for a 
unanimous acquiescence in the plan of the King Ministry. The premiss that 
the more prospezous Provinces have some obligation to assist in alleviating 
the burdens and disabilities of their less fortunate sisters does not provoke 
much dissent. But the proposal that the central government should acquire 
from all the Provinces their main sources of revenue and redistribute their 
proceeds on a plan formulated by itself means a revolutionary centralizing 
change in the structure of Canada’s public finances. Admittedly the temporary 
transfer for the war years has made possible substantial economies in adminis- 
trative expenses, but the increase offered in the annual Federal subsidies would 
only raise their total from 125 to 138 millions per annum; and for most of the 
Provinces their share in the increment does not constitute a very alluring bait 
for their consent to make permanent an arrangement under which Ottawa 
would secure a stranglehold upon the public finances of Canada and the pro- 
vincial ministries would be reduced to the réle of mere annuitants of the 
Federal Government. 


RESERVATIONS IN ONTARIO 


Moreover the proposal that a basic pillar of the structure of Confederation 
should be removed and financial power centralized in Ottawa may encounter 
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in the English-speaking Provinces a formidable obstacle to its cordial accept- 
ance in the widespread disquietude which many of their citizens feel over the 
fact that, as the result of the last Federal election, the French Canadians, whose 
influence at Ottawa has been very potent since 1921, are now in a more com- 
manding position than ever before to make their influence felt in Federal 
policies. This suspicion of French-Canadian domination at Ottawa is 
particularly deep in Ontario, the largest Canadian Province; and its Pro- 
gressive-Conservative Premier, Colonel Drew, had perforce to walk warily 
in connexion with the new proposals. At the conference he surprised the 
Federal Ministers by his helpful attitude and promised careful study and 
sympathetic consideration of their scheme. He had obviously fulfilled his 
promise about careful’study before he delivered a public pronouncement of 
his views in a speech at Toronto on October 1. Refraining from any dis- 
cussion of the details of the scheme, he did not condemn it completely; but 
he made it plain that he was not prepared to endorse a revolutionary change, 
which would, as he described it, make the Provinces “puppets” of Ottawa. 
The following passages from his speech indicate clearly the attitude which he 
will adopt when the conference resumes its labours. 


“T think we should attempt to combine the full legislative authority of the Dominion 
and Provincial governments upon the most efficient basis of co-operation that can 
be worked out. We should eliminate all duplication of service wherever possible. 
We should seek definitions of the measure of responsibility to be assumed not 
merely by the Dominion and Provincial governments but also by the extremely 
important governments of our municipalities. I am sure that each one of us wants 
to see that form of government which will contribute most to the strength and wel- 
fare of the whole of Canada emerge from these conferences. 

“Having said that, I wish to express my own conviction that Canada will be 
served best by the very form of Federal Government which was decided upon in 
1867, with such adjustments as are necessary to make it conform in every way to the 
advances we have made as a nation in these intervening years. It is neither in our 
own interest nor is it in the interest of Canada as a whole, I think, that we should 
abandon the control over education in this Province, the social welfare of our 
people and other matters of vitally important local concern. Neither should we 
hand over to others the decision how and when and in what measure our natural 
resources are to be developed. 

“Nothing I have said should be taken as an argument against uniformity of 
legislation and administration in these fields. I believe that a high measure of 
uniformity of legislation and simplification of tax collections is a vital necessity. 
Neither should anything I have said be interpreted as an objection to the pooling 
of our resources for the welfare of Canada as a whole. I believe that Ontario with 
its many manifest advantages should take her full share in building the strength and 
security of every part of Canada. But all that can be accomplished by agreement 
without abandoning any fundamental constitutional safeguards.” 


OrHER DousrErs AND OPPONENTS 
In the light of these observations of Colonel Drew, it can be assumed that his 
Ministry will require great modifications of the King Government’s proposals 
before it can accept; and an even cooler attitude towards them can be expected 
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from the provincial ministry of Quebec, whic h is in the hands of M. Duplessis 
and his Union Nationale party. The average French-Canadian, irrespective 
of party ties, is a passionate believer in provincial autonomy. Any signs of 
the encroachment of the Federal authority in provincial affairs arouses sus- 
picions that his cherished racial rights about language, religion and education 
may be endangered by it; and he feels that he has more to lose than his Anglo- 
Saxon fellow-citizen by any change which savours of greater centralization 
at Ottawa. So, while Premier Duplessis contributed to the discussions at 
Ottawa a conciliatory speech, in which he agreed to examine the proposals 
without prejudice, he was careful to enter a caveat that the basic principles of 
Confederation must not be cast aside; and his past record has shown him to 
be an obdurate stickler for the maintenance of provincial rights. The general 
attitude of the French-Canadian press is that collaboration for judicious 
changes in the present arrangements must not entail any abdication of basic 
provincial rights. 

Ardent enthusiasm for the aggrandizement of the powers of the King 
Ministry could hardly have been expected from political opponents like 
Colonel Drew and Mr. Duplessis; opposition from friendly quarters, such 
as the provincial Liberal party of Nova Scotia is showing, is much more 
disconcerting. During a general campaign which resulted in its return by a 
reduced majority its candidates, downwards from the provincial Premier, 
Mr. Angus Macdonald, lately a member of Mr. King’s Ministry, took what 
its official organ, the Halifax Chronicle, commended as a “vigorous and 
courageous stand” against the proposals. ‘The Liberal party”, wrote the 
Chronicle on October 12, “regards the Dominion’s financial proposals as 
unacceptable in their present form on the good ground that they fail to take 
into account all the hard-won reformation of inequities in the original Con- 
federation agreement and put Nova Scotia in the position of having ‘to start 
out from scratch again’.” 

So Mr. Macdonald, the senior of the Liberal provincial Premiers, will go 
to Ottawa with a definite mandate to oppose the proposals; and, in addition 
to the support of his colleagues from Ontario and Quebec, he can count with 
reasonable certainty upon the backing of the Premier of Alberta, a Social 
Crediter, who interprets a plan for the centralization of financial control at 
Ottawa as a sinister effort to frustrate a desirable radical reform of the whole 
monetary system. Under these circumstances it would appear that the King 
Ministry is likely to encounter considerable difficulty in achieving the radical 
rearrangement which it proposes. 


PROSPECTS OF RECONSTRUCTION 
THE sudden surrender of Japan last August caught the Canadian Government 
with its plans for the smooth transition of the national economy to a peace- 
time basis only in the formative stage. Such planning for post-war recon- 
struction as had been undertaken was predicated on the assumption that for 
a considerable period after the war the wheels of industry and business would 
be kept turning steadily to provide full employment in meeting the huge 
backlog of unfilled demand for civilian goods, which had piled up during the 
. 
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war years through restrictions upon their production and in making good 
the nation-wide deficiency in housing. So there could be kept in reserve for 
the maintenance of employment a programme of public works, which the 
Government would finance; and Mr. Howe, the Minister of Reconstruction, 
expressed confidence that there would be no need for immediate resort to it. 

The paramount problem was to reabsorb in satisfactory civilian employ- 
ment the 40 per cent of Canada’s total labour force, numbering about 
1,750,000 persons, which had been drawn into the armed forces or war pro- 
duction. After VE day, when a sharp curtailment of orders for war materials 
occurred, the Government began to encourage the resumption of the pro- 
duction of goods for civilian consumption by a gradual relaxation of the 
controls over essential materials. Since VJ day the shrinkage of war pro- 
duction to very modest dimensions has permitted an acceleration of the process 
of abolishing controls; and as a result the output of numerous kinds of 
civilian goods has been mounting steadily. But in most cases the supplies 
flowing to the market are still far short of the demand, because manufacturers 
have been seriously handicapped by a scarcity of vital materials like metal 
castings and by difficulties about securing machinery for the retooling of their 
plants. 

So far in regard to employment the rather exuberant prediction of the 
Minister of Reconstruction that there would this winter be two jobs available 
for everybody seeking work has not been fulfilled. A very substantial number 
of returning veterans and displaced war workers have been reabsorbed in em- 
ployment and the National Employment service reported that on October 5 
the number of unfilled vacancies for workers, 145,580, exceeded by about 
9 per cent the number of applicants, 133,190. But unfortunately the dis- 
tribution of the available employment is uneven; for example Ontario on that 
date had 64,278 vacancies available for 43,821 applicants, but unemployment 
had raised its head in the cities of Quebec, where Montreal had only 19,494 
jobs listed for 26,714 applicants and Quebec City 2,701 for 7,503. A parallel 
situation prevailed in British Columbia. There is also visible a reluctance on 
the part of workers, who had earned abnormally high wages in war plants, 
to accept the lower scales which many manufacturers say that they cannot 
exceed, now that they have to sell their products in competitive markets. At 
the same time the epidemic of industrial unrest, arising chiefly from dissatis- 
faction with wages, which has been rife in the United States has spread over 
the border to Canada. Serious strikes in motor-manufacturing plants and 
coal-mines have dislocated the plans of other industries, while the threat of 
a nation-wide strike in the meat-packing industries, which would create a 
critical situation about food-supplies, has impelled the Federal Government 
to take over all the plants of the chief packing companies. There is evidence 
that both employers and workers regard the wage disputes in the motor- 
manufacturing and meat-packing industries as test cases and, if a mutually 
satisfactory settlement of them could be achieved, the example set would 
probably be followed in other industries, with the consequence that post-war 
reconstruction could not be hampered by the absence of the necessary co- 
operation between employers and labour. Another source of trouble is that 
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.so few workers are now willing to be classified as unskilled labour, for which 

there is an almost unlimited demand. But, as savings become exhausted, 
there is an increasing disposition on the part of the workers to take the best 
job offered to them, provided the pay is adequate for their needs. 

Meanwhile the Federal Government in its first post-war Budget has alle- 
viated the heavy burdens of the Canadian taxpayers by a uniform cut of 16 
per cent in the personal income tax, and has pared down the Excess Profits 
Tax sharply from roo per cent to 60 per cent for the purpose of helping 
industry and business to solve their problems of reconversion and undertake 
plans for expansion. There is, however, ground for some anxiety about the 
financial situation of the Federal Government, since this last Budget could 
only forecast total revenues of 2,515 million dollars for the current fiscal 
year to meet total expenditures estimated at about 4,650 millions. The 
resulting deficit of over 2,000 million dollars will not be met unless the 
campaign to place the ninth Victory Loan now in progress produces 
over-subscriptions heavily in excess of the minimum limit of 1,500 millions 
set for it. 

There is no expectation that the national income of Canada, which in- 
creased from about 3,900 million dollars in the last pre-war year to a peak 
figure of about 9,000 millions in 1944, can be maintained at the latter level in 
the years immediately ahead. But there are several favourable factors which 
offer good assurance against its decline to the pre-war scale. The war has 
been responsible for both a substantial enlargement of and a much greater 
diversification in Canada’s industrial structure; and many articles, which had 
to be imported previously, can now be produced at home. Housing pro- 
grammes which are being carried out or projected will provide the building 
industries with ample work for some years ahead, the forestry industries are 
all prospering through the heavy demand for lumber and paper products and, 
while mines producing base metals suffer from the cessations of orders for 
munitions, the gold-mining industry, from which labour was diverted during 
the war, is now recovering it and is in a position to expand its output rapidly. 
Canadian agriculture was set on its feet by the bumper crops of 1944; but 
while there has been no repetition of them in 1945, a harvest which is up to 
the average in most sections promises to maintain rural purchasing power 
at a satisfactory level. So Canada has a reasonable prospect of preserving for 
some years the rather high level of prosperity which the industrial boom of 
the war years has produced for her. 

But it must be added that there is considerable anxiety about the long-range 
problem of the preservation of that prosperity. It has been estimated that 
about 35 per cent of Canada’s productive capacities before the war was 
devoted to goods destined for export; and, while the heavy outflow of 
munitions and war equipment has swollen her exports during the war, its 
cessation will alter the picture and Canada will be faced with the problem of 
recovering foreign markets for her exportable surpluses of foodstuffs, lumber, 
minerals and other natural products. These must be disposed of at profitable 
prices to assure general prosperity. At present, with Europe in a state of 
‘ economic chaos, the British market remains the most promising outlet for 
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them. For this reason keen interest and a certain measure of anxiety attaches 
to the Anglo-American fiscal and trade negotiations which have been in 
progress at Washington; and in view of the issue about the abolition of 
imperial preferences which has been raised and which has a vital bearing upon 
Canada’s tariff policy and economic fortunes, many manufacturing and busi- 
ness interests feel that they cannot lay their plans for the future with any con- 
fidence until the outcome of these negotiations is known. 

Meanwhile a sharp controversy has developed at Ottawa and in the country 
over a bill called the National Emergency Powers Act, through which the 
King Government aims to keep alive for another year many of the arbitrary 
powers conferred upon it for the period of the war by the War Measures Act. 
Influential spokesmen of the business and industrial communities are pro- 
testing against the retention of even modified controls, which they contend 
will be brakes upon the speedy reconversion of business and manufacturing 
establishments to normal peace-time activities. They maintain that at a time 
when the United States is moving fast to free its people from war restrictions 
and the supply of consumer goods south of the international boundary is 
increasing by leaps and bounds, it is folly for Canada not to follow the 
example thus set and that the resulting slowness of reconversion will impair 
Canada’s ability to compete in export markets. The case which Ministers and 
their officials present against these arguments is that Canada is still faced with 
the pressure of war-inflated costs, and, if price and wage controls still in 
effect were lifted, there would ensue a dislocation of the economic equili- 
brium which would soon set the vicious spiral of inflation revolving with 
calamitous results. It is pointed out, for example, that when some time.ago 
the price of rye was exempted from the ceiling on grain, it doubled in a com- 
paratively short time; if it had been a major kind of animal food or industrial 
material, the Government would have been swamped with demands for price 
adjustments from the interests affected. Mr. Donald Gordon, the deputy- 
governor of the Bank of Canada, who has as Chairman of the Wartime Prices 
and Trade Board administered the price-ceiling system with such efficiency 
that the rise in Canadian prices during the war has been far smaller than the 
rise in the United States, declares that “it would be madness to remove price 
control when the very conditions of incipient inflation, which it was estab- 
lished to combat, are visible on every hand”. The Government is committed 
to support his policy; and so it will not agree to the demand of the official 
opposition for early removal of price and wage controls. But it will under- 
take to terminate them as soon as the danger of inflation has passed. 


Canada, 
October, 1945 


[The Editor regrets that the usual quarterly contribution from India was 
received too late for inclusion in this issue.] 
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THE CAREER OF JOHN CURTIN 


HE final V-Day, being VP-Day, had significance in Australia corre- 

sponding to that of VE-Day in the Motherland, and was celebrated 
accordingly. The Victory celebrations combined quiet thankfulness and 
solemn religious observance with wild rejoicing—natural reactions, accord- 
ing to temperament and outlook, from long-drawn-out stress and strain. 
The end came with some shock of surprise, following upon forecasts of 
another year or two of war. There is a very general feeling of regret that 
the war leadership of Mr. Churchill did not last a few more weeks, until 
the end of the world war, and that his voice was not heard—incomparably 
eloquent—in the proclamation of peace. He has his unique place in all our 
hearts. 

The loss by death of our own Prime Minister, Mr. John Curtin, occurred 
as the last quarterly article was being dispatched. He died, at the age of 
60, on July 5, just a month before Japan sued for peace: the objective 
towards which all his energies had been directed since he assumed office 
two months before “Pearl Harbour”. The occasion was marked by wide- 
spread public mourning, and by striking tributes to Mr. Curtin’s great 
service to his country and the cause of freedom. It is remembered very 
specially to-day that he and his Government (in consultation with the 
Government of New Zealand) took the initiative in the approach to the 
United States which resulted in the appointment of General Douglas 
MacArthur as Commander-in-Chief of the Military Forces of the South-West 
Pacific. (The two men formed a close personal friendship which had much 
to do with the smooth functioning of the main Australian war effort.) 

Mr. Curtin had a remarkable career. His father was a sergeant in the 
Victorian police force, and he left school at the age of 14 to work for his living, 
taking a number of very humble jobs. Later, he was secretary of the Victorian 
Branch of the Timber Workers Union for four years; and in 1917 he became 
editor of The Westralian Worker (a Labour weekly), and made his home in 
Western Australia. He was contesting elections for the Commonwealth 
Parliament before he was thirty years old; but he was not successful until 
1928. He was defeated in 1931, but re-elected in 1934; and he sat in Parlia- 
ment continuously thereafter. When Mr. Scullin (the Labour Prime Minister 
of the depression years) resigned his leadership of the Party, for reasons of 
health, in 1935, Mr. Curtin was elected as its leader by a majority of one over 
the present Deputy Prime Minister, Mr. Forde; and he led it with conspicuous 
ability and success for a record tenure of nearly ten years—to its present very 
strong position. He grew with the responsibilities of office: in his case such 
responsibilities as no previous Prime Minister had had to shoulder; and he 
showed that mark of quality—the capacity to learn by experience, and to 
broaden his views in the conduct of large affairs. His party loyalty and his 
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patriotism were each for him a kind of religion; but they were not always 
easy to reconcile in practice, under the strains of war; and the resulting 
stress had much to do with the breaking down of his health. It is said that 
he had vowed never to split the party, as other Labour Prime Ministers had 
been impelled—by force of national circumstances—to do; and it is perhaps 
not too much to say that that vow broke him. 

For Mr. Curtin the question of a “‘national” government—for the purposes 
of total war—just did not arise, since the rules of the Australian Labour 
Movement prohibit Labour from entering into coalition. This has proved 
to be a fact of major importance in the history of Australia—however its 
consequences may be interpreted. (The Advisory War Council was a pis aller 
—introduced, as such, by Mr. Menzies. Its eventual breakdown in 1944, as a 
united war effort by the parties, was the inevitable outcome of co-operation 
without commensurate responsibility.) All comprehensive war-time powers 
cannot safely be entrusted to any one political party, with confidence that they 
will not be used for party purposes: least of all to a party which comes into 
power while the war is on, convinced that it has a mission to reform the 
social order. That has been our main political problem during the war; and 
it became Mr. Curtin’s own problem. For his evolution from party leader 
to national leader was quite remarkable; and at the 1943 election he gave 
pledges (often quoted since by political opponents) not to use war-time 
powers to advance Socialist policy. But he was not a free agent; and he 
could not insist on loyalty even from his colleagues in the Ministry—since 
these are not chosen by the Prime Minister himself, but are elected to the 


Ministry (though not to their specific offices) by the party caucus. He had, 
in fact, to disclaim responsibility again and again for embarrassing utterances 
by certain of his colleagues, whom he was apparently not in a position to 
discipline—short of staging a major crisis in the party. Yet his ascendancy 
was evidence of his leadership; he held the party together on a steady line of 
policy; and it knew how much his leadership meant to the Labour cause. 


First STEPS OF THE CHIFLEY GOVERNMENT 


On July 6 the Deputy Prime Minister, Mr. Forde—who had just resumed 
as Acting Prime Minister, on his return from San Francisco—received com- 
mission to form a Ministry, pending election by the Labour caucus of a 
successor to the leadership of the party; and the members of the Ministry 
were sworn in, without change—except that Mr. Beasley became Acting 
Minister for Defence (vice Mr. Curtin). On July 12 the Treasurer, Mr. J. B. 
Chifley, was elected as leader by a large absolute majority; and Mr. Forde 
was re-elected as deputy. Mr. Chifley was sworn in as Prime Minister and 
the vacancy in the Cabinet was filled by the election of Mr. H. V. Johnson, 
member for Kalgoorlie, Western Australia. Only the necessary minimum 
of redistribution of portfolios was made: the Prime Minister retaining the 
Treasurership, and Mr. Beasley becoming Minister for Defence. New port- 
folios of Housing and of Immigration have been associated, respectively, 
with Works and with Information. The Ministry of War Organization of 
Industry had already been superseded by that of Post-War Reconstruction, 
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with which is now associated responsibility for the Council for Scientific and 
Industrial Research. Mr. Chifley has declared that he “‘will follow in the 
footsteps of John Curtin and will carry out the policies and ideals for which 
he stood”; and he has told the party quite plainly that Mr. Curtin “was 
hurt not so much by Opposition attacks as by dissent within the Labour 
movement”, and that “the country will not stand for dissension in any move- 
ment, Labour or otherwise”’. 

When Parliament resumed under the new Government on July 17 the 
principal item on the order paper was the Australian National Airlines Bill. 
This followed lines already indicated.* The specific provision is for a com- 
mission of five, to control and operate Australian inter-State airline services, 
with power to establish and maintain international air services; but subject, 
meanwhile, to the constitutional limitation which excludes the Common- 
wealth from intra-State activity. The Commission is subject to ministerial 
direction in major matters; and the Minister may, in particular, direct the 
commission “‘to establish or alter, or continue to maintain, any particular air 
service”. Private companies will not be allowed to compete on any route 
operated by the Commission : any airline licence now held being automatically 
rendered inoperative when the Commission has established, under the Act, 
a service on the same route (subject, in both cases, to provision by the Com- 
mission of services “necessary to meet the needs of the public”). +} 

At the end of July the Prime Minister announced a recess in August, of 
which the duration would depend upon how quickly a certain programme 
of legislation was completed. As Parliament had been sitting continuously 
since February and the session had been exceptionally strenuous, the 
response was unanimous. The measures in question were passed with little 
or no discussion—including the Banking Acts (in the Senate) and the Airlines 
Act. Before Parliament went into recess, on August 3, the Minister for 
Immigration announced draft agreements with the British Government on 
migration providing (1) free passages to Australia for British ex-service men 
and women and their dependants, (2) assisted passages to civilians in the 
United Kingdom; but the Government plans on this major question are 
at present so nebulous—and so bound up with its policies for demobilization, 
rehabilitation, housing and “full employment”—that no more can usefully be 
said about them here. 

Immediately the House went into recess, and to some extent before, the 
political scene shifted to the by-election contest in Western Australia for the 
Fremantle vacancy caused by the death of Mr. Curtin. This was regarded 
as an important trial of strength, and for a week or two nearly all the 
“big guns” of both Government and Opposition were streaming back and 
forth. The spirit of the election seems to have been excellent; and the 
result is regarded as an important win for the Government. The successful 
candidate, Mr. K. E. Beasley, was a teacher (and President of the Teachers’ 
Union). 

* THE Rounp TABLE, June 1945, No. 139, p. 270. 


+ Towards the end of September, Australian National Airways Pty. Ltd. initiated legal 
steps to contest the validity of this legislation—on a number of alternative counts. 
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The other important event of the month’s recess was the periodical 
Premiers’ Conference: elevated to first-rate importance, on this occasion, 
by the sudden ending of the war, and by the refusal of the people (in August 
1944)* to grant the Commonwealth the comprehensive powers for post-war 
reconstruction for which it had asked by referendum. Agreement was 
reached for co-operation on the large schemes of Soldier Settlement and 
Housing which are urgently necessary; on continuance of Price Control for 
some post-war years; on proceeding actively with the great plan of Railway 
Gauge Standardization (long overdue); on a scheme of De-centralization of 
Industry, based on a report by the Secondary Industries Commission; on 
relevant matters of the Commonwealth Reconstruction Training Scheme; 
and on a variety of other matters. As the tentative agreements have to be 
submitted, in legislative form, to the State Parliaments, they may come up 
for more detailed consideration in that context. 

In all such transactions, the Commonwealth Government, under our 
present system of taxation,t holds the whip-hand, through power of the 
purse, and is therefore able to get very much its own way whenever the 
matter in question is of urgent importance and involves large expenditure. 
The Prime Minister (as Treasurer) told the Premiers quite plainly in August 
that the war had placed the Commonwealth in a position of financial 
authority, from which it was unable and unwilling to retreat. 

There has been some easing of the control of man-power, of capital issues, 
of import restrictions, of building, and of other less important activities; but, 
as yet, in spite of insistent public demand, little general relaxation of con- 
trols. Rationing of both food and clothing will continue while scarcities 
persist. This is felt to be fair while there are acute scarcities in Britain and 
other Allied countries; but other controls that remain will have to be 
specifically justified, and kept to a minimum in range and duration. 

Meanwhile the Government’s most serious problem is the prevalence of 
labour unrest: confined not only to private enterprise, but occurring also 
among employees of governments and municipalities, despite the provision 
of a great variety of general and special tribunals for the legal settlement of 
disputes. The most serious have been the continual coal strikes, occurring 
at a time of exceptional demand; keeping industry and State utilities alike 
on hand-to-mouth supplies for long periods, and causing quite unnecessary 
railway, gas and electricity restrictions, to add to the cheerfully borne essen- 
tial inconveniences of a war-time economy. There has been frequent refusal 
to accept Arbitration Court decisions, or even to agree to arbitration on 
variation of award sought by an employing body on legitimate grounds. 


AUSTRALIA IN INTERNATIONAL COUNCIL 
Tue Report by the Australian Delegates on the United Nations Con- 
ference is an elaborate document, of somewhat uneven quality, but on the 
whole of historic value. It gives a clear account of the process from the 
Moscow Declaration on General Security (by the Governments of Soviet 


* See THE RounD TaBiE, December 1944, No. 137, pp. 76-83. 
t See THE Rounp TasBie, December 1942, No. 129, pp. 86-7. 
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Russia, Great Britain, United States of America and China) in 1943 through 
Dumbarton Oaks and Yalta to San Francisco; and it explains how Australia 
had long been “preparing itself to play a fitting part in the shaping of a 
new international system”. It gives prominence to the consultations of the 
Australian and New Zealand Governments during 1944, and points out that 
the Australian policy at San Francisco was based essentially on resolutions 
formulated at the Wellington Conference in November 1944 and approved 
by both Governments. These are set out in the first of the numerous Annexes 
to the Report; and they do, in fact, succinctly summarize the principles for 
which the Australian delegation contended—with a large measure of success 
—at San Francisco. 

It is a matter for regret that no adequate background of public opinion 
had been built up in Australia for the delegation’s strenuous efforts. Again 
and again, Parliament and the public were presented with wn fait accompli— 
as, for example, in the case of the Wellington conclusions, which, coming as 
decisions in which the Government of another Dominion had participated, 
could not be made the subject of real debate in the Australian Parliament. 
As a consequence, the very strong line taken at San Francisco by the Minister 
for External Affairs came as something of a surprise to the Australian people, 
and had behind it no sufficient backing of declared Australian opinion. This 
is the more regrettable, since it is apparent from the Report that a notable 
contribution was, in fact, made to the United Nations Charter in the name 
of Australia. 

A good deal of concern has also been felt—and has been expressed in 
Parliament and in the press—at the manner in which the Australian case was 
presented by Dr. Evatt. More particularly, there is anxiety about what 
appears to have been unnecessary assertion of Australia’s independence of 
Great Britain, without any compensating indication of the underlying unity 
of the British Commonwealth of Nations; also about the bid for leadership 
of the smaller nations, over against the Great Powers (including Great 
Britain). Some positive resolution of this dilemma would have been wel- 
comed in Australia, since it raises for us, in acute form, the whole problem 
of the British Commonwealth. Is it as the “tight little island”, or as the 
world-wide commonwealth, that Britain is one of the Big Three (and the 
Big Five)? And is the standing of a Dominion in the world a matter of 
just her own power and prestige, or something she shares in with the 
Motherland and the other Dominions? We can’t go on “having it both 
ways”, while the rest of the world looks on and wonders what it all means. 
In Australia there is a growing opinion.that some definite form must be 
found by means of which practical expression may be given to the con 
tinuous unity of the British Commonwealth of Nations. To this idea certain 
organs of the press are giving considerable publicity, and (just as this 
article is being completed) one writer of standing has put forward valuable 
concrete proposals in that sense. 

The unfortunate manner of our able Minister of External Affairs was again 
exhibited in his vigorous public reaction to the Potsdam declaration and the 
probiem of Hirohito : suggesting a certain lack of wise restraint in the conduct 
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of foreign policy and, perhaps, something of that greatest failure of demo- 
ctacy-in-action, viz. distrust of, and even disloyalty to, proved leadership— 
whenever one may disagree with it in detail. 


THE BuDGET 
THE Prime Minister, as Treasurer, made his Budget speech on September 7, 
the day Parliament ratified the Atlantic Charter. 

The budget for a financial year which began in war-time and which will 
be largely concerned with demobilization and rehabilitation and the general 
winding-up of the war effort is essentially transitional. 

The reduction in “war expenditure”’ (covering all costs specifically related 
to the war) is estimated at about £100 million (from £460 million to £360 
million); the Treasurer stated that relief in taxation is to be given by (1) an 
average reduction of 6} per cent (12} per cent operating from January 1, 
1946) in the taxation of individual (as distinct from company) incomes, 
(2) relaxation of sales taxation, to a total amount of £1,900,000. 

There is to be no change in the general scheme of taxation, except one 
which is more or less formal, viz. division of taxation of incomes (after 
January 1) into two parts: (1) a “Social Services contribution”, at a flat rate 
of 1s. 6d. in the pound on taxable income—based on a minimum exemption 
(for a taxpayer without dependents) of £104; (2) “ordinary income tax” on 
a graduated scale of rates ranging upwards from 3d. in the pound—based 
on minimum exemption of £200—to 155. 2d. on income in excess of £5,000 
(so that these latter incomes shall be subject to total taxation of 165. 8d. in 
the pound). The Social Services contributions are to be credited to the 
National Welfare Fund—as also are the proceeds of the Pay-Roll tax: the 
total income of the fund for the financial year being estimated at £46 million. 
All Health and Social Services (including Child Endowment and-Old-Age, 
Invalid, and Widows’ Pensions) are now to be charged to that fund: the 
estimated total, £65 million, of these charges for the year being made up by 
the addition of £19 million, taken from the credit balance (£53 million) in 
the fund. 

The ear-marking of the proceeds of income taxation on Social Services is 
known to have been controversial in caucus, since it has hitherto been Labour 
policy to change Social Service benefits to consolidated revenue. But the argu- 
ments pro and con have been all behind the scenes and a solid front will be 
presented in Parliament. There is some dim suggestion of “contributory” 
social insurance, though the great bulk of the tax will come from those who 
by reason of “the means test” on most of these “services” cannot themselves 
benefit; and there is nothing resembling an actuarial basis. But the essential 
fact seems to be the need, in the scheme of this transitional budget, to retain | 
taxation of incomes between {104 and £200, as a source of revenue: tem- 
pered by definite guarantee that such taxation shall be used entirely for direct 
“insurance” of these taxpayers themselves. The distinctiveness of this tax 
would largely disappear if a common level of minimum exemption were to 
be subsequently fixed. 

Australia, October, 1945. 
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A TIME OF OPPORTUNITY 


OUTH AFRICA’S geographical position, and the nature of its trade 

relation with the rest of the world, have together produced during the 
past five or six years a degree of prosperity which has largely counter- 
balanced the wasteful expenditure of war, and created, as a result, conditions 
in many respects favourable to recovery and readjustment to peace: favour- 
able at all events by comparison with those prevailing in the United Kingdom 
and other parts of Europe. Quite apart from our immunity from direct 
attack and its effects upon productivity, our export trade, far from declining, 
has, with the exception of such items as fresh fruit, flourished during the war. 
In addition to staples such as gold, gem diamonds and wool we have also 
found ready markets at satisfactory prices for base minerals, industrial dia- 
monds, fresh and canned agricultural produce and, perhaps the second 
largest item, certain types of munitions which we have produced far in 
excess of the requirements of our own forces in the field. There are, of course, 
drawbacks to this somewhat artificial prosperity. We cannot hope to retain 
at anything approaching the war level this export trade in manufactured and 
processed goods, and its decline must, temporarily at all events, reduce the 
country’s net income and create employment problems. But making every 
allowance for this drawback we cannot complain that, from a material point 
of view, we are not setting off on the road of peace to a flying start. 

We are of course beset by the short-term problems common to all the 
United Nations: demobilization and the reabsorption of volunteers into 
civilian life; conversion from war to peace production and the finding of 
jobs for the war workers; the building of houses, of which there is a severe 
scarcity. These matters naturally top the list of the Government’s present 
preoccupation, though it is too soon to judge what success will ultimately 
attend the Government’s plans; but reference has already been made to these 
in previous issues of THE RouND TaBLE, and it is perhaps now timely to 
attempt an appraisal of the economic and political problems which lie a 
little farther ahead. These problems are themselves more difficult to define, 
and the success with which they are likely to be tackled more difficult to 
predict. 

The war years have undoubtedly brought about a more widespread know- 
ledge of the present weaknesses in our social and economic system and a 
more positive and compelling desire to remove these weaknesses. On the 
social side the world-wide drift to the left is reflected in this country in 
demands for social security, for free health service, for more vigorous attacks 
upon malnutrition and, in short, for everything which promises wider 
opportunities and better conditions for the under-dog. On the economic 
side, the reports of a number of commissions—one or two of which, sur- 
prisingly enough, can almost be described as best sellers—have revealed a 
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picture of maladjustment both in agriculture and in secondary industry 
which, if correct, calls for the most drastic and far-reaching reforms. Agri- 
culture, it appears, is in a particularly bad way: farming systems are un- 
scientific, efficiency is low, State guidance and assistance have in a large 
measure been short-sighted and the soil of the country is being wasted 
and eroded at an alarming rate. Industry is perhaps in somewhat better 
case; the war years have undoubtedly given an impetus to inventiveness 
and resource, but a recent Board of Trade enquiry sounds a note of 
warning for the future and recommends more intensive research and far 
more vigorous pursuit of efficiency, and the elimination of many small-scale 
productive units if secondary industry is to maintain its claim to State pro- 
tection during the transition period from war to peace, and until it can 
“find its feet”. 

It is probably true to say that these weaknesses are the result of in- 
fluences which began their operation during the last war, when the Union, of 
necessity, turned in the direction of economic self-sufficiency. This policy 
was not reversed when the war was over, and in the late 1920’s and early 
1930's the Government found itself obliged to subsidize and protect in order 
to maintain stability and save interests which had become “vested”; but no 
serious attempt was made to make the receipt of these benefits condi- 
tional upon improved efficiency. The influences of the last war have come 
into operation on an even larger scale during the past six years. For 
example, a considerable acreage, quite unsuited to the purpose, has been 
put under wheat—at 36s. a bag—while a number of small factories have 
been supplying the country with goods of doubtful quality to take the place 
of the unobtainable imported article. It is obvious, therefore, that, if the cost 
of living is to be reduced and if the principles of the Atlantic Charter are, 
even in a modified form, to be adhered to, “rationalization” both in farming 
and in secondary industry are imperative. The term “‘rationalization”, which 
covers so conveniently a multitude of interrelated problems, covers, in this 
country in particular, the vital problem of the future of European and non- 
European labour, and their relationship to one another. The present state 
of affairs is far from healthy. | There is a growing realization that prosperity 
rests, in the last analysis, upon the maximum use of man-power resources, 
and that this in turn means the education and vocational training of the 
non-Europeans so that they may take their place as efficient workers both on 
the land and in the factory. It is also realized that the payment of reasonably 
high wages for such efficient work will vastly increase internal purchasing 
power and thus give the necessary support to the growth of secondary 
industry. On the other hand, such a “rational” policy is so revolutionary by 
contrast with the relatively repressive trends which have been followed in 
the past that any government with conservative tendencies must hesitate to 
pursue it: it is opposed on economic grounds by the European workman, 
especially of the skilled class, who feels that his aristocratic and indeed almost 
monopolistic position would be challenged : it is opposed on political grounds 
as raising the dark spectre of miscegenation and the swamping of white 
civilization in southern Africa. 
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There is, however, no doubt that at the present time progressive opinion 
is gaining strength. There is a growing tendency to face the future realisti- 
cally and with moral purpose; the man in the street may not have a very clear 
appreciation of past causes or of future difficulties, but he is keenly aware 
that things are not as they should be, and that the past is a record of short- 
term palliatives without a long-term plan. He is eager that a positive plan 
should be devised and adopted. The ex-volunteer in particular is very much 
on his toes; soldiers’ parliaments, debating societies and a good deal of solid 
literature have aroused his interest in and increased his knowledge of the 
state of the country, and he is returning to civilian life with the soldier’s 
characteristic question on his lips: “Well, what are we doing about it, why 
don’t we get on with the job?” The present Government’s answer to these 
questions, given by implication rather than expressly—carries orie imme- 
diately out of the field of economics into the field of politics. The Govern- 
ment says, first, “You don’t realize the difficulties.” It says secondly, “Give 
us time; the reforms and changes you demand cannot be brought about over 
night.” It says thirdly, “These reforms and changes if introduced too 
hurriedly will give rise to dangerous political repercussions, to temporary 
economic dislocation, and to the strikes and disturbances which such dis- 
location must cause.” The extent to which these somewhat temporizing 
doctrines would be found really to reflect the bulk of public opinion if put 
to the test of a general election presents a political question of supreme 
interest and importance. The Government of the day is predominantly 
United party; the war-time coalition with the Labour party is likely to come 
to an end in the very near future, and it is a United party Government that 
will stand before the bar of public opinion at the next election. It is worth 
remarking here that there would seem to be a strong similarity between the 
South African United party and the Conservative party of Mr. Churchill; 
both are “conservative” in the English political sense of that term. The 
United party also has its left wing, which probably has much in common 
with the Tory Reform Committee of the Conservative party. But at this 
point the parallel between English and South African politics comes abruptly 
toanend. There is no party in South Africa which corresponds to the English 
Labour party, for the simple reason that there is no party here which repre- 
sents the majority of South African labourers, namely the native labourers. 
The S.A. Labour party, while positive on the side of State control, is Socialist 
in name only, for it does not aim at socialization in the sense of a universal 
raising of living standards for the working classes, irrespective of colour. In_ 
these respects the Labour and Nationalist parties are closely akin, but the 
kinship is economic only, since, for the moment at all events, both parties 
are proclaiming that an alliance between them is out of the question, Labour 
being staunchly loyal to the Commonwealth, while the Nationalists stand for 
a Herrenvolk and Republicanism. We have therefore a political situation 
totally different from and, we venture to think, far more complex than that 
in the United Kingdom. If we may guess that Labour’s sweeping victory in 
England was in effect a victory for the “progressives” rather than a violent 
swing towards full-blooded socialism, then the comment is apt that 
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progressives of the type which supports Mr. Attlee can find in present-day 
South Africa no political home. It is for this reason that there is so much 
talk and rumour of a new political party: the progressive spirit is striving 
everywhere, and “lets have an end to ‘racial’ politics and get on with the 
job” is its principal slogan. To this talk and rumour there comes back from 
the side of many government supporters the warning that the formation of 
a new party can result only in a victory for the Nationalists at the next 
election. The Nationalists, it is said, are anti-democratic, reactionary and 
republican; they will remain united, while the democratic pro-Common- 
wealth forces will be split. The progressives will get much support, but 
not enough, owing to the existence of strong “conservative” elements 
among the present government parties. Incidentally it is generally thought 
that General Smuts like Mr. Churchill is a Conservative, and it may there- 
fore be supposed that the conservative elements would not be without 
a leader! 

At the time of writing, therefore, a forecast of the future is more than 
usually difficult. South Africa stands at a climacteric in her fortunes: old 
problems have been rendered more acute and clamour for solution; new 
tendencies and forces are manifesting themselves, but the old tendencies and 
forces which have their origin in the remote past die hard. In addition there 
comes to anyone contemplating the complex scene with puzzlement the 
further saddening reflection that South Africa has not yet attained political 
maturity; that there is not yet fully aroused in the South African peoples 
that sense of responsibility and citizenship which in Great Britain seems to 
act as a check and a corrective to individual self-interest, and which seems 


to guide the people in times of crisis whether of war or peace in the direction 
of sane and balanced solutions. But it may be that South Africa’s coming of 
age is really at hand, and if that be so, the next few years will witness great 
changes both in the economic sphere and in the political arena. 


MIGRATORY LABOUR 


Up to the year 1870 migratory labour was very little known in the Union 
of South Africa and its adjacent territories. It was the discovery of the 
diamond mines at Kimberley that introduced it. The subsequent opening-up 
of the rich mines of the Witwatersrand entrenched it as an accepted, and for 
a time almost unquestioned, part of our South African economy. Actually 
it has only existed on a large scale for half a century. It therefore hardly 
deserves the aura of sanctity that has been thrown over it as a venerable 
institution, and it is no wonder that thoughtful men in the Union are begin- 
ning to criticize it and to suggest that some check be placed upon its 
development. 

Hitherto the main magnet for migratory labour has been the Witwaters- 
rand gold-mines. Domestic service has been another fruitful source of 
demand, and in recent years quite a number of secondary industries have 
been built up on the same basis. Industrialists are not accepting the system 
uncritically; many indeed are willing to consider modifications of it, and in 
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recent years they have received unexpected support from leaders of the 
farming community, who are concerned to secure a stabilized labour supply 
on their own farms. Farmers indeed are beginning to complain that they are 
subsidizing the gold-mines and certain industrialists by providing for families 
on their farms while the breadwinner or his vigorous young sons are working 
in the gold-mines at a wage based upon the supposition of a freeholding in 
the Reserves. 

It is of course true that the gold-mines draw their labour partly from out- 
side the Union, and so far as it comes from within the Union they draw it 
very unequally from different territories. On August 31, 1944, the gold- 
mines employed some 300,000 African labourers, of whom approximately 
only 140,000 came from the Union; another 50,000 came from the British 
Protectorates, chiefly Basutoland; nearly 90,000 from Portuguese East Africa, 
and about 25,000 from tropical areas. Coming back to the figure of 140,000 
from the Union, it is to be observed that nearly 100,000 of these came from 
the Cape Province, the majority of these from the Transkeian Territories. 
It would be safe to say that, so far as the gold-mines are concerned, it is 
mainly the economy of the Transkeian Territories that is affected by their 
demands for migratory labour. 

On the other hand, 230,000 migratory workers are engaged in other 
forms of employment, mainly domestic service and industries. It is interest- 
ing to compare the figures engaged in gold-mining and other forms of 
employment in the four Provinces: 

Gold- 

Mining Other Total 
Cape . . . : 96,636 31,915 128,551 
Natal . , . : 14,125 64,466 78,591 


Orange Free State . x 5.419 24,774 30,193 
Transvaal. ° . 23,383 117,019 140,402 


So far, therefore, as the Provinces outside the Cape are concerned, it is mis- 
leading to attack the gold-mines as being the chief cause of migratory labour. 
Their share of responsibility is not merely the number of natives whom they 
take, but the fact that it was they who popularized the system on a large scale; 
and it is they who with their own vested interests at stake fight most earnestly 
in its defence. The gold-mines are vanishing, though very slowly vanishing, 
assets. It would therefore be unfortunate if they are to stereotype for the rest 
of the country a system in itself unsuitable. The gold-mines themselves have 
put up an able case for the defence of the system so far as their own industry 
is concerned. It is suggested that in respect of gold-mines the Union’s policy 
should be to scrutinize with care any extension of the system, and while it 
lasts to encourage the importation of workers rather than the disorganization 
of the Union’s own economy, although to be sure this only sets the problem 
a little farther back geographically. There are few people who would suggest 
that the whole of the gold-mining industry and the whole life of the Wit- 
watersrand should be dislocated by an immediate reversal of policy. What 
the Union cannot afford to allow is that projects, such as the agricultural 
rehabilitation and the industrial development of the Transkeian Territories, 
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should be held back, or that the wage level should be kept artificially 
low in order not to impede the mining industry. 

And now, coming to look at the problem as a whole divorced from its 
special connexion with the mining industry, one must face the issue of 
whether our secondary industries should be developed on this basis of migrant 
labour. The Social and Economic Planning Council has strongly recom- 
mended as a policy that we should either take the factory to the worker by 
placing more of our factories in towns bordering on the Reserves, or that 
we should take the worker to the factory by providing family accommodation 
in the neighbourhood of his work. No doubt there will be a good deal of 
opposition to the latter suggestion because it seems as if it is a reversal of 
the “segregation” policy so loudly acclaimed as the considered policy of the 
country when the Hertzog Bills were passed in 1936. Under the influence 
of this policy it has been assumed that the African living in an urban area 
is a foreigner and an intruder, who has no business to be there except as a 
temporary labourer for the benefit of the European community. The theory 
underlying this has been one which held with beautiful vagueness that all 
natives should be accommodated somewhere in the remote and hazy distance 
“in the Reserves”. Few South Africans until recent years have taken the 
trouble to investigate the exact nature of the Reserves, their carrying capacity, 
and their ability to supply homes for all. 

To-day the atmosphere has changed. Research workers are studying the 
Reserves with increasing attention. The Government itself has been im- 
pressed by the economic deterioration of these areas, some of which at least 
are potentially good agricultural land. The ravages of soil erosion, not only 
in the form of donga erosion but in the more dangerous form of sheet 
erosion, are making themselves felt. What were once fertile areas are coming 
to assume more and more a neglected and in a few instances a semi-desert 
appearance. What else can be expected when the vigorous men of the com- 
munity are drawn away as absentee workers in some distant town and agricul- 
ture left to the women, the very young and the very old. South Africa has 
to make up its mind whether the Reserves are to be regarded as areas for 
stabilized peasant farming together with a certain amount of urbanization 
and industrial development, or whether they are to be regarded primarily 
as a reservoir of labour providing homes for the families and subsidies for 
the wages of urban workers. Even though a completely logical and clear-cut 
solution will hardly be found to this dilemma, it is obvious that the perma- 
nent interests of South Africa call for the former rather than the latter con- 
ception of the Reserves. All who know the Reserves are agreed that nothing 
but continual deterioration will result from the present system of using them 
largely as a labour reservoir. 

We have spoken of soil erosion, we must not forget soul erosion. The 
present system disrupts family life, causes widespread immorality, and 
through the absence of a father’s discipline and care encourages unruliness 
and delinquency among the children. In every sphere of social and even 
political life the denudation of the Reserves, taking many of their most 
vigorous men away, makes itself felt with serious consequences. At the other 
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end in the towns themselves the presence of a large excess of males has the 
consequences which such a situation always produces—prostitution, pre- 
viously an unknown vice among the Bantu, illicit liquor trade, unnatural 
vice, and many other unfortunate social results. 

It is doubtful whether even the recording angel will be able to balance the 
good and bad which the gold-mines have brought to South Africa. Their 
influence in both directions has been colossal, but we cannot betake our- 
selves to some sheltered backwater, we must live on the main stream of life, 
and that means that we must accept the industrialization of South Africa, 
mineral or other, and see what we can do, without destroying what has been 
built up, to create a healthier state of affairs. Industry in general would 
certainly benefit from stabilized and experienced labour, as would agriculture. 
Some greater stabilization is essential if the Reserves are not to be com- 
pletely spoilt. The health of the people and the protection of their family life 
demand rapid and effective action. 

Taking it all round, the essentials of policy seem to be: 


(1) To scrutinize very carefully and if possible to check any new develop- 
ment of migratory labour in the gold-mines or elsewhere. 


(2) To leave the gold-mines with as little interference as possible otherwise, 
but not to allow them to influence policy in the direction of holding 
up schemes for better agriculture, more thorough industrialization 
and better wages. 


(3) To plan our policy for the Reserves on the definite assumption that 
they are for the future to provide more and more permanent homes 
where families as a whole can make a living, either on the land or in 
urban areas within the Reserves. 


(4) To encourage the distribution of factories, so that some are placed in 
areas where Africans can live at home while working in the factory. 


(5) To encourage experiments such as that of the South African Iron and 
Steel Corporation for the provision of family accommodation for all 
workers. 


(6) To direct public opinion so that it is ready to accept the new conception 
of permanent native urban populations with freehold rights, definitely 
looking to the towns for their life and their improvement. 


Conditions in the Union are so different from those in the neighbouring 
territories that a parallel can only be drawn with many reservations and con- 
ditions. At the same time it should be noticed that the Belgian Congo has 
recently held that 5 per cent of the male population represents the danger- 
point so far as the Reserves are concerned. If we compare this 5 per cent 
with the 28 per cent in some areas in the Union, we realize that any one who 
has the welfare of the Native Reserves at heart must look with criticism and 
even some alarm on the policy that has been allowed to grow up. 


South Africa, 
October, 1945. 


H 
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VJ DAY 


O New Zealanders the startling rhythm and early climax in the drama of 

the Pacific War were as surprising as they must have been to other peoples 
of the United Nations. At the beginning of August the Government made 
a long-awaited announcement as to its plans for participation in the final 
stages of the campaign. A two-brigade division, requiring with base and 
service troops a personnel of 18,900 men, was to take part in the land cam- 
paign, though the theatre of their operations was not announced. Further 
reductions in the Air Force and in the forces serving at home were also 
announced. This would have left about 50,000 men in military service, while 
freeing about 45,000 or more for early release. New Zealanders prepared to 
watch their men take part in an arduous though not dramatic campaign with 
further casualties. Some were of the opinion that more men might have been 
released to take part in expanding vitally necessary supplies of foodstuffs. 
Then came the dramatic entry of the U.S.S.R. into the campaign, and the 
still more dramatic introduction of the atomic bomb. Finally came the 
sudden surrender of Japan. 

Before the belated announcement of the end of the war and the official 
celebrations with their note of serious thanksgiving, a tide of unofficial 
celebrations had already begun. They had about them more hilarity and 
spontaneous joy than the VE-Day celebrations. Yet in a sense the latter 
represented the true climax of the war to New Zealanders. True, they could 
look back to the days when New Zealand was directly menaced, and full 
mobilization, the building of air-raid shelters, the holding of air-raid drills, 
the ceaseless watch on the coasts were the symbols of that danger. They 
could recall the part played by the Royal New Zealand Navy in the Pacific 
campaign, the missions of the Third Division at Guadalcanal, Nissan and 
the Treasury Islands, and the dangerous work under trying conditions of the 
R.N.Z.A.F. in co-operation with the forces of the United States and Australia. 
Yet the rdle of the Third Division has been properly appreciated by only 
a minority of New Zealanders. Their part was small, though it was not 
insignificant. What they were asked to do they did, and did well, Their 
rdle was never dramatic, and the small casualty list and early withdrawal of 
the division made it all the less dramatic. New Zealand’s thoughts went 
rather with the Second Division, and its more striking achievements alike 
in the stress of withdrawal and in the triumph of victorious though arduous 
advance through Libya, Tunisia and Italy. Yet New Zealand has necessarily 
become more conscious of its rdle as a nation of the Pacific. It took pride in 
participation as a signatory, represented by Air Vice-Marshal Isitt, at the main 
surrender ceremonies. The decision to contribute a brigade to the occupation 
forces was received with approval, tinged with some disappointment that the 
force must be provided by drafting men already in the field, and voluntary 
enlistment could be used only later for replacements. 
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The Government have outlined their demobilization plans, first for the 
Army and later for the Air Force. Priority in release is to be given to men 
needed in essential work, to men with four years’ military service, to men 
under twenty years and six months, who can have had little experience of 
civilian employment, to married men with children and to men over 35. 
At Army mobilization camps, some of which will be closed, only a minimum 
staff for maintenance and for training recruits is to be retained. More air 
stations are to be closed. In the final stage planning has to provide for the 
maintenance of forces retained in the Pacific during the stabilizing period, 
for the interim maintenance of ferrying services, and for stages of adjustment 
to the needs of the permanent Air Force. Decisions in regard to the perma- 
nent military forces to be maintained still remain to be announced. 


THE BuDGET 


THE Financial Statement, brought down before the end of the war with 
Japan and subsequently revised, disclosed a decrease in war expenditure of 
some {£33 million compared with the previous year. The main items of 
expenditure are as follows : 
(£ Million) 
1944-45 1943-44 
6°6 


Navy 8-2 


Army ‘ . ° . 51° 78°0 
Air Force . ° . : 33°3 33°8 
Civil : ~ : : 49 7T9 
Reverse Lend-Lease . : 26°7 24°5 


Expenditure from the Consolidated Fund, after providing for transfers 
to the War Expenses Account and Social Security, totalled £44:5 million as 
compared with £35 million in the previous year, owing to increases in debt 
charges and to increases in salaries and wages to State employees, payable 
as from June 30, 1944. Payments from the Social Security Fund totalled 
£19°3 million, an increase of {1-7 million on the previous year, due to higher 
expenditure on hospital, medical, family and age benefits. Aggregate 
expenditure on the War Expenses Account, the Consolidated Fund and the 
Social Security Account was £192 million as compared with £205 million 
in the previous year. Taxation revenue provided {110-9 million; Lend-Lease 
and Mutual Aid {24:5 million; war loans net £48*2 million, and other receipts, 
including the disposal of surplus war stores, £13-7 million. Loans totalling 
£111 million were raised from Government Departments for national 
development purposes, principally housing and electricity development. 
After allowing for debt redemption, but ignoring Mutual Aid and Lend- 
Lease transactions, the net increase in national debt for the year was 
£36-7 million. Borrowing under the Memorandum of Security, less repay- 
ments, brought the balance outstanding at the end of the year to £19 million. 
Other national debt held abroad was reduced during the year to a total of 
£181 million. Consequent upon the Government’s policy of meeting war 
expenditure mainly from taxation, the Minister claimed that only 43 per cent 
of the total war expenditure of £507 million up to March 31, 1945, remained 


4255408 
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outstanding in the form of war loans, all due for repayment in New Zealand 
except for the balance on the Memorandum of Security. 

The surplus on the Consolidated Fund, £1-2 million, is not this year to be 
transferred to the War Expenses Account nor in the coming year are there 
to be any transfers from revenue to that account. The estimates of expendi- 
ture from the Consolidated Fund total £573 million, and provide for 
increases of approximately £1 million in debt charges and £6:5 million on 
health, education, social security and other services. The projected borrow- 
ing for national development purposes amounted to £16-6 million, an in- 
crease of £5:5 million on last year, and will cover increased expenditure on 
housing, electricity development, land for settlement and railways improve- 
ments. These loans are again to be raised from State Departments. 

War expenditure was originally estimated at {105-4 million, including 
£24 million for reverse lend-lease and £2 million for rehabilitation. War 
taxation at existing rates was estimated to yield £496 million, lend-lease and 
mutual aid £20°5 million, the Memorandum of Security £3-5 million, and 
disposal of surplus stores and miscellaneous receipts £6:8 million, leaving 
a gap of £25 million to be met by war loan. The 1945 Victory Loan of 
£25 million was oversubscribed by half a million, and further National 
Savings receipts could be expected during the remainder of the year. The 
Minister of Finance apparently planned to hold the credit balance of {£9 mil- 
lion from operations of the previous year as a fund for unforeseen contin- 
gencies. Consequently he held that : “The time has not yet come for a general 
review of taxation, for we still have heavy costs of war and rehabilitation to 
meet.”” This was a disappointment to many taxpayers who had been hoping 
for reductions in taxation, but the termination of the war aroused hopes that 
the decision would be revised. To their amazement they learned that, 
according to the Minister, the coming of peace would merely increase the 
war expenses for which provision required to be made. His revised estimates 
raised the total required to {121-2 million, because of increased payments in 
respect of balance of pay due, deferred pay, leave and allowances, transport, 
stores already ordered and shipped, maintenance and rehabilitation. 

The Minister’s estimates were sharply criticized, because he gave few 
details and little supporting argument, but they had to be accepted. 
The only item in which he expected a reduction was reverse lend-lease, 
reduced to £22 million. After the announcement of the termination of lend- 
lease the Minister indicated that this last item remained to be settled by 
delicate negotiations between Governments. An amendment to the Land 
and Income Tax Bill, to defer the second reading for twenty-one days in 
order that the Government might reconsider its taxation proposals, was 
defeated by only 37 votes to 34. Itis probable that the increase in the War Ex- 
penses estimates was due to the decision of the Minister to cover the period 
up to final demobilization, which might come after the end of the financial 
year. He also pointed out that a further amount of £18 million would be 
necessary to meet the gratuity of £3. 15s. per month for service abroad and 
£1 per month for service in New Zealand, though, apart from special con- 
cessions, this expenditure would be spread over a period. He therefore 
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reiterated his view that there was no scope for adjustment of taxation, though 
revision would be necessary and desirable next year. 

The one concession made this year is a special depreciation allowance for 
tax purposes of 20 per cent of the cost of new buildings and equipment, to 
be spread over five years, at 40 per cent per annum in addition to the stan- 
dard depreciation allowance of 74 per cent per annum for equipment and 
1 to 2} per cent for buildings, depending on the nature of construction. This 
allowance has been criticized as inadequate under the special conditions of 
the period. The concession was originally to begin in the year 1946-47; but 
the Minister later indicated that he would consider whether it might not be 
possible to apply it in the present year. 


SOCIAL SECURITY 

EstIMATED expenditure from the Social Security Fund for the present year 
is £22°6 million, increased by later additions to £23-1 million, compared with 
£19°3 million in 1944-45. Receipts from the Social Security Charge and the 
Registration Fee are estimated at £14°5 million. Seven millions are to be 
transferred from the Consolidated Fund. The remainder is to be met out of 
balances in hand at the beginning of the year of {2-4 million. The increase 
in estimated expenditure is mainly due to increased benefits, forecast in the 
Financial Statement and embodied in the Social Security Amendment Bill 
as part of the Government’s minimum family income policy. For married 
couples the invalidity, sickness and unemployment benefits are to be £4 per 
week with allowable income from other sources of £1 per week. Age benefits 
are to be on the same basis, even where the wife is under the benefit age. 
For single adults the benefits are to be £2 per week with an allowable income 
of £1. Miner’s benefit and war pensions are also brought on to the same 
basis. For persons under 20 years of age sickness and unemployment benefits 
are raised to {1 per week and invalidity benefit to £1. 10s. with an allowable 
income of £1 per week, provided that in the case of unemployment benefit 
it is not derived from salary or wages. For widows with children the benefit 
is to be £2 per week, and for widows who have had no children £1. tos. 
per week, but in this last case the allowable income is £1. 10s. per week. At 
present family benefit of ros. for each child under 16 is paid in cases where 
the family income is not over £5. 10s. per week. From October 1, 1945, the 
income limit for family benefit is to be raised to £6. 1os., but after April 1, 
1946, the benefit is to be paid irrespective of income. Thus a minimum 
income of £5 per week will be ensured in cases of a married couple with two 
children. This provision is later to be supplemented by legislation to ensure 
a minimum wage for all adult workers, male and female. The universal 
superannuation benefits for all persons of 65 or over have also been extended 
from the ultimate limit of £84. 10s. per year to £104 per year. Since April 1, 
1945, the amount paid on universal superannuation has been £22. ros. per 
year; and it increases by £2. 10s. each year until the limit is reached. The 
higher limit will therefore merely be attained at a later date. 

Thus after April 1, 1946, the means test for family allowances will be 
removed. The effects will be threefold. Although the war-time index of the 





102 NEW ZEALAND 


cost of living has been maintained at a stable level, the cost of items not 
covered by the index has increased. The increase in benefits, including the 
changes in family allowances, will do something to offset this, especially in 
the case of those not at present receiving family benefit. The changes will 

also do something to redistribute the national income in favour of those with 
' families in middle and lower income levels. It may also be designed to 
encourage a growth in the size of family, and by increasing the birth-rate 
do something to remedy the increasingly unfavourable age-distribution of 
the population which menaces New Zealand. On the other hand, the present 
exemption in respect of income tax of £50 for each child under 18 is to 
terminate after April 1, 1946, though the standard exemption for a wife is 
to be raised from £50 to £100, provided that the consequent reduction in tax 
shall not exceed £26. This will serve to reduce the net costs of the scheme. 
It is on the matter of probable costs that most criticism of the proposals has 
been raised. Under challenge the Minister of Finance stated that the net 
additional costs of making family allowances universal, allowing for changes 
in income-tax exemptions, would be £7 million in the first year. The Leader 
of the Opposition has contended that the costs must be appreciably higher, 
though he accepted the general principle of increased benefits while contend- 
ing that it would be better to seek to reduce the cost of living and increase 
the purchasing power of benefits. The other main line of criticism has been 
that the changes represent stronger discouragement to thrift and that the 
allowable income from other sources should be raised, or that, where, 
because of thrift, income from other sources is more than £1 per week, the 
loss of benefit should be graduated. 


Fuitt EMPLOYMENT 

PARLIAMENT ratified the charter of the United Nations Organization on 
August 9 after a notable and judicious statement from the Prime Minister 
on the negotiations at San Francisco. The country therefore accepted the 
obligation of seeking to maintain full employment and to raise standards of 
living, a provision for which its representatives had strenuously contended 
at the Conference. As was to be expected, the budget announced a policy 
of full employment. The Minister of Finance also stated : “Our people must 
be able to acquire purchasing power through employment, but it cannot be 
too strongly emphasized that the standard of living depends upon the volume 
of goods produced and services made available. The production of goods and 
services is the prime essential, without which there is no living standard. The 
responsibility of the Government is to ensure that necessary work in whatever 
form brings its full share of the commodities and:services produced.” 

The Minister of National Service had already announced that a survey of 
the employment field was to be undertaken by his Department in conjunction 
with the Rehabilitation Department, while the special field of employment 
in the main manufacturing industries was being surveyed by the Organization 
for National Development with the co-operation of the Manufacturers’ 
Federation. The Employment Bill brought forward by the Government, 
however, was not a particularly inspiring measure. It provides for the 
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establishment of a National Employment Service under a Minister of 
Employment, with a Director of Employment as administrative head. The 
Service is to provide a complete employment service for placing workers in 
employment, assisting employers to secure labour, and assisting and guiding 
those who require training or occupational readjustment to enable them to 
find employment. It is also responsible for “assisting employers to provide 
employment”, though no means are indicated by which it can do this. It is 
to make surveys and forecasts in regard to classes of employment required 
or available. It is to “do all things deemed necessary or expedient for 
the purpose of promoting and maintaining full employment, whether by 
facilitating the better location or availability of employment in relation to the 
labour available or otherwise howsoever”. Power is given to make regula- 
tions for obtaining information “‘whether in relation to labour requirements 
or retrenchments, movements of labour, subsidies or otherwise” and pre- 
scribing punishments for offences against regulations made under the Act. 
The Minister will have power to appoint advisory councils or committees; 
this will provide a means for associating employers’ and workers’ organiza- 
tions with the Service. The Bill thus provides an agency for placing workers, 
provided it can meet the varied needs of employers efficiently, and a means 
for increasing mobility between occupations and between places. As the 
Prime Minister pointed out, “there must and will be a programme to promote 
industry and public works which will have to go hand in hand with these 
provisions”. No attempt is made in the Bill to define the objective of Full 
Employment, and difficulties will remain in regard to the treatment of 
necessarily seasonal employment, which is especially important in New 
Zealand. The Organization for National Development has already received 
over 1,250 replies to its questionary to industrial employers; and these 
indicate a considerable amount of planned expansion in private industry, 
involving investment of approximately £6 million. The introduction of the 
Bill, however, accentuates the problem of amending taxation, especially on 
companies, so as to give encouragement to private investment—a policy 
pressed by business organizations and the Opposition. In addition the 
Minister for Works is preparing a long-range plan of public works, covering 
a possible outlay of up to £250 million. During his discussion of the Bill the 
Prime Minister indicated that the Organization for National Development 
might be terminated when it had completed its initial co-ordination of plans. 
He thought that its statistical section might be merged in the new employ- 
ment service, and other sections, including the network of regional planning 
committees it has organized, might go to the Ministry of Works. 

Some critics have contended that, in the interests of economy, the new 
employment service should come under the Labour Department, which has 
officers throughout New Zealand. There is indeed much to be said for this. 
However, the Labour Department is concerned also with the enforcing of 
arbitration awards, and in the near future is likely to have the responsibility 
of supervising a new Factories Act. In his final report Dr. J. M. Davidson, 
one of the British Government’s medical inspectors of factories, who has 
been for some time associated with the Health Department in a survey of 
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factory conditions, made trenchant criticisms of working conditions in New 
Zealand factories. He stated that from a survey of over 200 factories, some 
of which he found to provide good conditions, his leading impression was 
of overcrowding, poor lighting, and dirt, and he considered revised legisla- 
tion necessary to provide more hygienic and better conditions of work, better 
medical and nursing supervision, and improvements in safety measures. 
It may well be that a service to provide workers to employers should be 
separated from activities which for some time may be vexatious to employers 
who find difficulties in adapting new standards. 


POPULATION AND HousING 


A cENsus was taken on the evening of September 25, and was undoubtedly 
overdue. No census has been taken since 1936, and, owing to the war, one 
or two reports of that census have not yet appeared. Holding a census this 
year has broken the regular sequence, which would have called for one next 
year. However, it was considered necessary by the Government for the 
purpose of regrouping electorates for the elections next year and for other 
urgent purposes. There has been some criticism of a census at a time when 
war controls have drawn so many people to centres of war production and 
away from normal residence in the country areas. The census schedule paid 
special attention to data in regard to housing facilities and to incomes. One 
reason for holding a census this year may possibly be seen in the introduction 
of an Electoral Amendment Bill just on the eve of dispatch of this article. 
This measure aims at the abolition of the “Country Quota”—the provision 
under which, when the 76 European electorates are marked out, 28 per cent 
is added to the rural population, so that the actual voters in rural electorates 
are fewer than in urban electorates, and the rural portions of New Zealand 
are given a greater voice in Parliament than they would otherwise have. 
The housing situation has continued to be difficult. It is not possible to 
provide homes for men returning for demobilization, and this problem must 
become more acute. Some small military camps, adjudged suitable for the 
purpose, are being adapted to provide temporary accommodation for 
the families of demobilized men and others. The camps are offered by 
the Government to local bodies free of cost for this purpose, though costs 
of adaptation to be borne by local bodies are often appreciable. Building 
costs are still mounting, and will be further increased by increases in wages 
and timber prices granted in order to meet the labour and financial diffi- 
culties faced by country timber millers. Scarcity of timber is one of the main 
bottle-necks in housing, and is accentuated by lack of transport. 


New Governor-GENERAL 
New ZEALANDERS heard with great pleasure that the King had approved the 
nomination, as the next Governor-General, of Sir Bernard Freyberg, V.C., 
the distinguished soldier who has so ably led the Second Division from 
its inception. 
Wellington, 
October 16, 1945. 
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